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Eaiac

Equity and liabilities

Millionsofeuro Notes Consolidated Consolidated

financial financial

Statements at statements at

1231 aoot 1231 2007

Restated

EQUITY

Share capital 13 936

Treasury shares 14 64

Reserves 33 1096

Net profit fortheyear i6 26 292

Equity pertaining to the Group 3874 2260

Minority interests 17 794

Total equity 4722 3054

LIABILITIES

Non-current liabilities

Non-currentflnancial liabilities iS 1723

Deferred tax liabilities 19 173

Employee benefits 20 264 154

Provisions for risks charges
and liabilities for landfills 21 169

Other non-current liabilities 22 256

Total non-current liabilities 4242 2475

Current liabilities

Trade payables 23 631

Other current liabilities 23 238

Currentfinancial liabilities 24 41 430

Tax liabilities 25 ii

Total current liabilities 2120 1310

Total liabilities 6422 3785

LIABILITIES ASSOCIATED WITH NON-CURRENT ASSETS HELD FOR SALE 26

TOTAL EQUITY AND LIABILITIES 11147 6843



fticome statement

Notes or 01 2008

1231 2008

0101 2007

1231 2007

Restated

Revenues

Revenues from sale and services 552 2771

Other operating income 43

Total revenues 28 6094 2814

Operating Costs

Costs for raw materials and services 1946

Otheroperatingcosts 185

Total Operating COsts 29 4573 2131

Labour costs 30 453 144

Gross profit from operations 31 1068 539

Depreciation and amortisation provisions and writedowns 32 369 179

Profit from operations 33 699 360

Financial costs

Financial income 25 25

Financial
expenses 113

Gains and losses on valuation of investments at equity
62 152

Total financial costs 34 i4o 64

Other non-operating profits 35 13

Other non-operating costs 36

Profit before tax 572 421

Related partytransactions in the consolidated financial statemenss are analysed in theschedules in section 0.2 and in Note 41 as required by CONSOB

Resolution
no.15519

of July 272006

Significant non-recurring events and transactions in the consolidated financial statements are analysed in Note as required by CONSOB Resolution

no DEM/6064293 of July 282006

The reasons for the restatement of the comparative figures are given
in the section entitled Other Information and Consolidation policies and

procedures

Consolidated Financial Statements Year 2008

Millions of euro



Consolidated Financial Statements Year 2008

ior

Millions of euro Notes 0101 2008 01012007

1231 2008 1231 2007

Restated

Incometaxexpense 37 227 52

Net profit
of

continuing operations net of tax 345 369

Net result of non-current assets held for sale 38

NET PROFIT 347 368

Minority interests 76

NETPROFITFORTHEYEARPERTAININGTOTHEGROUP 39 316 292

Earnings per
share in euro

basic 0.1638

basicfromoperatingactivities oi6

diluted 01628

dilutedfromoperatingactivities 0.1634
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Statement of cash flows

Millions of euro 2007

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 88

MERGER CONTRIBUTIONS

Operating activities

Netresultfortheyear 368

Depreciation of property plant and equipment

Amortisation of intangible assets

Writedown of investments

Writedowns of non-current assets

Result of investmentsvalued at equity 152

Change in
provisions

for risks and
charges employee benefits and deferred tax liabilities

Changeincurrentassets and liabilities 279

Net cash flows from operating activities 548 92

Investing activities

Capital expenditure in property plant and equipment 128

Capital expenditure on intangible assets and goodwill 191

Investments and securities

Dividends received from investments carried at equity 20

Purchase/sale of
treasury shares ci

Net cash flows absorbed by investment activities 455 346

Net of balances booked directly to equity
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Millions of euro 2008 2007

Free cash flow 93 254

Financing activities

Change in financial assets

Change in financial liabilities 334

Dividends paid by the Parent Company 125

Dividends paid bysubsidiariestothird parties io

Net cash flows absorbed by financing activities 193 198

CHANGE IN CASH AND CASH EQUIVALENTS iao

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 87 32
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Statement of changes in

Group equity

Description Millions of euro Share capital Treasury shares

Note 13 Note 14

Equity at 12.31.2006 Restated 936 25

Changes during the year

Allocation of 2006 net profit

Distribution of dividends

lAS 32 and 39 reserves

Put option on Ecodeco and Fertilvita quotas

Put option on Delmi SpA shares

Other changes 39

Net profit for 2007

Equity at 12.31.2007 Restated 936 64

Changes for the year

Allocation of 2007 net profit

Distribution of dividends

Effects of the Merger on the balance sheet 693

lAS 32 and 39 reserves

Put option on Delmi S.p.A shares

Put option on Abruzzo Energia S.p.A shares

Other changes 43

Net profit for the year

Equity at 12.31.2008 1629 io
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5tJr It Calts cqLty

Reserves

Note 15

767

Net profit for

the period/year

of the Group
Note 16

295

Total equity

pertaining

to the Group

1973

Minority

interests

Note 17

815

Total equity

2788

295 295

157

125 125 io 135

157

28

26 26

93

157

292

11

47

93

292

21

1096 292 2260 794 3054

40 si

75 367

292 292

299 299 14 313

927 1620 31 1651

67 67 46 113

4s 88 35 123

316 316 31 347

2036 316 3874 848 4722
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Balance sheet

pursuant to CONSOB Resolution no.15519 of July 27 2006

Assets

Millionsofeuro Contolidated of which Consolidated of which

financial Related financial Related

statements at Parties statements at Parties

1235 2008 note 1231 2007 note

no 41 Restated no 41

NON-CURRENT ASSETS

Property plant and equipment 2083

Intangible assets
360

Investments valued at
equity 2531 2152 2501 2501

Other non-current financial assets 516

Deferred tan assets 197

Other non-current assets 55 27

Total non-current assets 8s 16 5684

Current assets

Inventories 24

Trade receivables 699 902 63

Other current assets 293 178

Currentfinancialassets
34 53

Currenttaxassets
19

Cash and cash equivalents 32

Total current assets 2339 1155

NON-CURRENT ASSETS HELD FOR SALE 692 689

TOTAL ASSETS 11147 6843
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Ea.aHc3

Equfty and Uabilities

Millions of euro Consolidated of which Consolidated of which

finnciaI Related financial at R@elated

statements at Parties statements at Parties

1231 2008 nOte 1231 2007 note

5C 41 Restated no.41

EQUITY

Sharecapital 936

Treasury shares 64

Reserves 1096

Net profit fortheyear 292

Equity pertaining to the Group 3874 2260

Minority interests S4S 794

Total equity 4722 3054

LIABILITIES

Non-current liabilities

Non-currentfinancial liabilities 395 1723

Deferred tan liabilities 173

Employee
benefits 64 154

Provisions for risks charges
and liabilities for landfills 169

Other non-current liabilities 64 256

Total non-current liabilities 4242 2475

Current liabilities

Trade
payables 631 102

Other current liabilities 507 238

Curreatfinancial liabilities 430 21

Tax liabilities .S 11

Total current liabilities 2180 1310

Total liabilities 6422 3785

LIABILITIES ASSOCIATED WITH NON-CURRENT

ASSETSHELDFORSALE

TOTAL EQUITY AND LIABILITIES 11147 6843
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Income statement

pursuant to CONSOB Resolution no.15519 of July 272006

Millionsofeuro 0101 2008 of which oi 012007 of which

1231 2008 RelIlted 1231 2007 Related

Pisrtics Restated Parties

note note

flO41 no.41

Revenues

Revenuesfrom sale and services 2771 45

Otheroperatingincome 43

Total revenues 6094 2814

Operating costs

Costs for raw materials and services 1946 56o

Otheroperatingcosts 62

Total operating costs 4573 2131

Labour costs 453 44

Gross profit from operations so68 539

Depreciation
and amortisation provisions and writedowns 369 179

Profit from operations 699 360

Financial costs

Financial income 23 25

Financial expenses 22 113

Gains and losses on valuation of investments at
equity 152 152

Total financial costs 140 64

Other non-operating profits 13

Other non-operating costs

Profit before tax 572 421

Income tax expense 227 52

Net profit of
continuing operations net of tax 345 369

Net result of non-current assets held for sale

Net profit 347 368

Minority interests 31 76

NET PROFIT FOR THE YEAR PERTAINING TO THE GROUP 316 292
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General information on A2A S.p.A

A2A S.p.A is company incorporated under Italian law A2A S.p.A and its subsidiaries the

Group operate essentially in Italy

A2A S.p.A was born as result of the merger between three long-standing entities AEM S.p.A

AMSA Holding S.p.A and ASM Brescia S.p.A. On December 24 2007 at the end of an

aggregation process made up of various stages the merger deeds were signed after

which from January 12008 AMSA Holding S.p.A AMSA and ASM Brescia S.p.A were

absorbed by AEM S.p.A AEM and AEM S.p.A changed its name to A2A S.p.A. Additional

information on the strategic importance of the merger operation are given in the specific

paragraph
of the report on operations

As result the share capital of AEM S.p.A now A2A S.p.A increased from euro 936024648

to euro 1629110744

From February 222008 the registered office of A2A S.p.A was transferred to Brescia Italy in

Via Lamarmora 230

Merger negotiations
between ASM SpA and AEM

S.p.A began in July 2006

On December18 2006 the two Boards of Directors approved the Business Plan for the merger

On June 2007 the Boards of Directors of ASM AEM approved framework agreement regarding the Structure and principal

terms of the operation AMSAon the same day the Municipality of Brescia and the Municipalityof Milan signed an agreement that

laid down the guidelines for merging the two companies

On June 252007 the Merger Plan was signed by the Boards of Directors of ASM AEM and AMSA

On June 27 2007the operation was approved by Brescia City Council it was then approved by
Milan

City
Council on July 232007

On September 21 2007 the experts appointed by the Milan Court expressed their opinion on the reasonableness of the share

exchange ratio ASM share i.6o AEM Shares

On October 222007 the merger plan was definitively approved by the Extraordinary Shareholders Meetings of ASM and AEM

the Ordinary Shareholders Meeting of ASM also approved the distribution of an extraordinary dividend of o.ii euro per share to

its own shareholders

In
preparation

for its merger AMSA S.p.A

spun off to Milano Immobili Red S.r.l which is wholly
owned by the Municipality of Milan the so-called non-duplicatable

assets used in running the waste collection and street sweeping services

contributed to wholly owned newco AMSA Sr.I now AMSA S.p.A all of the assets and liabilities and all of its juridical

relations other than the non-duplicatable assets transferred to Milano Immobili Reti S.r.l

changed its name to AMSA Holding S.p.A.
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era nfcmcn on A2A pA

The A2A Group mainly operates in the following sectors

production sale and distribution of electricity

sale and distribution of gas

the production distribution and sale of heat through district heating networks

waste cycle management

integrated water cycle management

The consolidated financial statements of the A2A Group is expressed in millions of euro which

is also the
currency

of the economies in which the Group operates

The consolidated financial statements of the A2A Group at December 31 2008 have been

prepared on going concern basis and consist of the balance sheet income statement cash

flow statement statement of changes in equity
and

explanatory notes They have been

prepared in accordance with the international accounting standards IAS/IFRS issued by the

International Accounting Standard Board IASB and approved by the European Union as well

as with the provisions issued in application of article of D.Lgs 38/2005

These consolidated financial statements at December 31 2008 will be approved by the

Management Board meeting of March 252009 which will authorise their publication

They have been audited by PricewaterhouseCoopers S.p.A in accordance with their

appointment by the Shareholders Meeting of April 26 2007 for the nine-year period

2007-2015

20
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The accounting effects

of the AEM/AMSA and

AEM/ASM mergers

AEM/AMSA

Note that prior to the merger between AMSA Holding S.p.A and AEM S.p.A AEM was 42.267%

held bythe Municipality of Milan

However because of certain clauses in the articles of association the Municipality of Milan

had control of it the Municipality of Milan also held 100% of AMSA Holding S.p.A.

In light of the above the AEM/AMSA merger has been treated by IFRS as an operation under

common control i.e as an operation carried out by two entities that are subject to the

control of the same entity the Municipality of Milan in accordance with International

Accounting Standards Such operations are not expressly regulated by IFRS which explains

the method to be used to account for business combinations nor by other IAS/IFRS In the

absence of specific accounting standard to refer to A2A followed lAS and adopted as the

accountingtreatment for bookingsuch operations that of bookingthe entities acquired to the

consolidated balance sheet on the basis of the accounting balances shown in the financial

statements prior to the operation in other words ensuring continuity of values

AEM/ASM

As regards the method of accounting used for the AEM/ASM merger the following points

should be taken into consideration

prior to the merger with AEM ASM was held 69.2% by the Municipality of Brescia

on October 2007 the Municipalities of Brescia and Milan stipulated shareholder

agreement to regulate the ownership structure and governance of A2A giving rise to joint

control bythe Municipalities overA2A by means of dualistic system of administration and

control

So whatever the
legal structure adopted the operation results in joint venture under the

joint control of the Municipality of Brescia and the Municipality of Milan
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ine accounting effects othe AEM AMSA and AEMiAM n1ergeo

International Financial Reporting Standards IAS/IFRS do not state specifically how joint

ventures are meant to account for assets and liabilities over which the venturers acquire joint

control International practice has developed two alternative approaches to such operations

either continuity of values which says that the assets and liabilities of the joint venture

should be shown on the basis of the values shown in the financial statements prior to the JV

deal or fresh start accounting which likens the operation to an acquisition which means

accounting for all balance sheet items at their fair value In this particular case it is felt that

the most suitable method of accounting to represent the effects of the operation in question

is continuity of values in fact the assets and liabilities continue to be under the control

albeit joint control of the Municipality of Brescia and the Municipality of Milan

The effects of these mergers on the balance sheet figures at January 12008 are summarised

in schedule in note 42

22
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Financial statements

For the balance sheet the A2A Group has adopted format which separates current and non

current assets and liabilities according to para 51 et seq of lAS

The income statement is presented by nature format that is considered more

representative than the so-called presentation by destination This is the same format as

the one used by AEMs major competitors which is in line with international practice The

results of recurring operations are shown in the income statement separately from income or

costs deriving from non-recurring transactions that form part of the businesss recurring

operations such as gains or losses on the sale of investments and other non-recurring income

or charges this makes it easier to measure the effective results of recurring operating

activities

The statement of cash flows is prepared according to the indirect method as allowed by lAS

The statement of changes in equity as been prepared in accordance with lAS

The accounting schedules included in the financial statements are in the same format as those

used in the consolidated financial statements at December 31 2007 except for the items

relating to Derivatives which have been included in Other current and non-current assets

and Other current and non-current liabilities Goodwill which has been included in

Intangible assets and Liabilities for landfills which have been included in Provisions for

risks charges and liabilities for landfills

Other information includes reconciliations between the format used at December 312007

and the one used at December 312008

Details of non-recurring transactions are provided in note 42 of these consolidated financial

statements

23
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Basis of preparation

The consolidated financial statements have been prepared on the basis of historical cost

except forthose items which under IFRS are valued atfair value as indicated in the accounting

policies

24
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Changes in international

accounting standards

The accounting principles adopted during the
year 2008 are the same as those used the

previous year with the exception of the method of consolidating investments in joint

ventures and for changes illustrated in the following paragraph Accounting principle

amendments and interpretations approved by the European Union and adopted during the

year

In the following paragraphs Accounting principles amendments and interpretations

approved by the European Union but not adopted by the Group in the present year and

Accounting principles amendments and interpretations not yet approved by the European

Union are instead summarized the changes that will be adopted for the future years

indicating as far as possible the expected effects on the Group financial statements

Accounting principles amendments and interpretations approved by

the European Union and adopted during the year

Following the crisis in financial markets which got even worse during the third quarter of

2008 there was request on the part of financial and institutional operators to eliminate the

inconsistencies between international accounting standards IAS/IFRS and American

accounting principles US GAAP principally in relation to certain reclassifications between

the accounting categories used to classifyfinancial instruments

Under certain circumstances US GAAP make it possible to reclassify financial instruments

from the trading book measured at fair value to held to maturity measured at amortised

cost Such reclassifications were not allowed by lAS 39 prior to issuing the amendment to lAS

39 and IFRS of October 132008

In fact on October 13 2008 to satisfy the requests for uniformity of treatment between

IAS/IFRS and US GAAP the IASB issued an urgent amendment to lAS 39 Financial

Instruments Recognition and Measurement and to IFRS Financial Instruments

Disclosures In fact on October 13 2008 to satisfy the requests for uniformity of treatment

See the paragraph entitled Change in the method of consolidation for investments under
joint

control
joint ventures

25
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change fl nter-atiopal ccout.ngtaroarcs

between IAS/IFRS and US GAAP the IASB issued an urgent
amendment to lAS 39 Financial

Instruments Recognition and Measurement and to IFRS Financial Instruments

Disclosures This new amendment makes it possible under certain circumstances to

reclassify certain non-derivative financial assets from the fair value through profit and

loss category

ii reclassify loans and receivables from the fair value through profit and loss and available

for sale categories to the held to maturity category if the company has the intention

and ability to hold such assets for the foreseeable future or until they mature

The amendment which was approved by the European Union on October 15 2008 is

applicable from July 12008 The A2A Group did not make any of the reclassifications allowed

by this amendment

In 2008 IFRIC 11 Group and treasury share transactions has been adopted It integrates the

principles of IFRS on share-based payments the adoption of this interpretation did not have

material impact

Accounting standards amendments and interpretation already approved

by the European Union but not adopted by the Group during the current

year

The following standards and interpretations already approved by the European Union and

published in the E.C.O.G on January 292009 will be applied in the comingyears

IFRS Operating segments applicable from January 2009 will replace lAS 14

Reporting financial information by segment The new accounting standard requires

companies to base their segment disclosures on the same elements that management uses

to take operating decisions In other words it requires operating segments to be identified

on the basis of the internal reporting system which is regularly reviewed by management

for the purpose of allocating resources to the various segments and analysing

performance Adoption of this standard will not have any impact in terms of valuations in

the financial statements only different way of presenting segment information

lAS Revised Presentation of Financial Statements applicable from January 2009

According to the revised version all the changes generated by transactions with

shareholders have to be shown in the statement of changes in equity All transactions with

third parties comprehensive income have to be shown in single schedule of

comprehensive income or in two separate schedules income statement and statement of

comprehensive income In any case changes generated by transactions with third parties

must not be shown in the statement of changes in equity Adoption of this standard will not

have any impact in terms of valuations in the financial statements

26
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Chagesi nternationzdaccountigstandids

lAS 23 Revised Obligatory capitalisation of financial expenses incurred for assets that

need certain period of time before they are ready for use or for sale applicable from

January 12009 The impact on the Groups financial statements will depend on the timing

of capital expenditure

the amendment to IFRS Share-based payments which has changed the requisites of

paragraph 21A on the treatment of non-vesting conditions the definition of vesting and

vesting conditions in appendix and the treatment of cancellations foreseen in

paragraphs 28 and 28 At present these changes will not have any significant impact on

the A2A Group

amendment to lAS 32 Financial instruments Presentation and to lAS Presentation of

the Financial statements Puttable Financial Instruments and Obligations Arising on

Liquidation In particular the standard requires companies to classify puttable financial

instruments and financial instruments that oblige the company to deliver part of the

companys shares to third party as equity instruments this amendment approved on

January 22 2009 has to be applied prospectively from January 2009 The adoption of

this amendment will not have any impact on the financial statements

on May 222008 the IASB issued series of updates to IFRS which affected IFRS lAS lAS

i6 lAS 19 lAS 20 lAS 23 lAS 28 lAS 29 lAS 36 lAS 38 lAS 39 and lAS 40 In addition

amendments to IRS and lAS 27 relatingto the cost of investments in subsidiaries in joint

ventures and associates are expected The application of these improvements approved

on January 292009 will not have material impact

IFRIC 13 Customer loyalty programmes and IFRIC 14 IAS19 The Limit on Defined

Benefit Asset Minimum Funding Requirements and their Interaction applicable from

January 2009 The adoption of these interpretations will not have material accounting

effects

Accounting standards amendments and interpretations not yet

approved by the European Union

The following standards and interpretations have not yet been applied as the European Union

has not yet concluded the approval process

IFRIC 12 Service Concession Arrangements applicable from January 2008 application

of this interpretation could have significant impact on the presentation of some of the

Groups concessions particularly with reference to the reclassification of property plant

and equipment and intangible assets If all of the Groups assets under concession turned

out to be subject to IFRIC 12 and therefore had to be reclassified the total amount involved

could be around 1495 million euro The Group is carrying out all of the analyses needed to

identify the assets that will be subject to IFRIC 12
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in nternucnaI accuntng arkads

IFRIC 15 Agreements for the Construction of Real Estate and IFRIC i6 Hedges of Net

Investment in Foreign Operation applicable from January 2009 and from October

2008 respectively

IFRIC 17 Distributions of Non-cash Assets to Owners and IFRIC 18 Transfers of Assets

from Customers applicable from July 12009

IFRS Revised Business combinations The main changes relate to

elimination of the obligation to measure the subsidiarys individual assets and

liabilities at fair value in the event of step acquisition of subsidiaries In such cases

goodwill will be determined as the difference between the value of the investments

immediately prior to the acquisition the consideration paid and the value of the net

assets acquired

ii if the company does not buy 100% of the investment the portion of equity belonging

to minority interests can be measured either at fair value or by using the method

previously recommended by IFRS

iii booking to the income statement all of the costs relating to the business combination

and recognition of liabilities for contingent consideration payments at the

acquisition date The Revised standard is applicable from July 12009

iv lAS 27 Revised Consolidated and Separate Financial Statements according to

which changes in the percentage interest that do not involve loss of control have to

be treated as an equity transaction which means that the contra-entry has to be

booked to equity Moreover the revised standard lays down that when control over

subsidiary is ceded but the company still maintains an interest in it the investment

has to be measured at fair value booking any gains or losses that arise when control

is lost to the income statement The Revised standard is applicable from Julyi 2009

On July 31 2008 the IASB issued an amendment to lAS 39 Financial Instruments

Recognition and Measurement which clarifies certain aspects of hedge accounting in

particular which elements can be hedged under certain circumstances The amendment

has to be applied from July 12009 and can be applied in advance

On November 27 2008 the IASB issued amendments to lAS 39 Financial instruments

Recognition and Measurement and to IFRS Financial Instruments Disclosures

reclassification of Financial Assets both applicable from July 2008 And in November

FRS Revised First Adoption of International Financial Reporting Standards applicable

from July 12009
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Scope of consolidation

The consolidated financial statements at December 31 2008 include the financial statements

of the parent company A2A S.p.A and those of its subsidiaries in which A2A S.p.A directly or

indirectly holds majority of the voting rights that can be exercised at ordinary shareholders

meetings Also consolidated under the equity method are those companies in which the

parent company has joint control with other shareholders and those over which it exercises

considerable influence

Change in the method of consolidation for investments under joint

control joint ventures

In order to increase the clarity and transparency
of its consolidated figures

and
bearing in

mind the requests by the financial market for information that focuses above all on the

businesses managed directly and autonomously by the A2A Group from January 2008

following the merger of AMSA and ASM Brescia with AEM it was thought best to change the

method previously used by the AEM Group for consolidating joint ventures

Therefore from January 2008 the joint ventures Transalpina di Energia S.r.l Ergon

Energia S.r.l Gesi S.rJ Metamer S.r.l Sed S.r.I Bergamo Pulita S.r.l Bellisolina S.r.l

Biotecnica S.r.l and Edipower S.p.A are no longer proportionally consolidated but valued

under the equity method

These condensed consolidated half-yearly financial statements also reflect this change in the

method of consolidating joint ventures

In line with this decision the prioryear figures presented for comparison purposes have also

been restated The effects of this restatement are shown in detail in the section of this

document entitled Other information

It is also worth pointing out that this change in accounting policy is very probably only an

anticipation of the effects that will in any case come about if the proposed changes to lAS 31

See the section entitled Change in the method of consolidation for investments under joint control joint ventures

29
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coEcdatIo

contained in IASB Exposure Draft no Joint Arrangements are approved without any

important amendments

In fact in the case of joint ventures as part of wider project to converge with U.S Generally

Accepted Accounting Principles US GAAP this Exposure Draft provides for among other

things the elimination of the choice between proportional consolidation and valuation under

the equity method opting for obligatory application of the latter

Changes in the scope of consolidation

As result of the merger of AMSA Holding S.p.A and ASM S.p.A with AEM S.p.A on

December 24 2007 with effect from January 2008 the scope of consolidation has

grown significantly as it now includes the AMSA and ASM groups The income statement

figures at December 31 2008 are therefore not comparable with those at December 31

2007

As result of the merger with ASM S.p.A from January 2008 A2A S.p.A holds 70% of

Plurigas S.p.A whereas previously AEM S.p.A held 40% of its share capital and ASM S.p.A

30% Based on the current shareholder agreements and the articles of association of

Plurigas S.p.A A2A has consolidated its balance sheet income statement and financial

position on line-by-line basis showing 30% of the result and of equity as pertaining to

minority interests Because of the above the 40% investment in Plurigas S.p.A has been

consolidated under the equity method in the restated figures at December 312007

Following the acquisition of 98.08% of A2A Coriance S.a.s which owns 100% of Coriance

S.a.s on July 31 2008 the Coriance S.a.s Group previously controlled by the Cofatech

Group has now entered the scope of consolidation of A2A as mentioned in the paragraph

entitled Significant events during the year These financial statements include the

line-by-line consolidation of the income statement figures for the period August

2008- December 31 2008 and the balance sheet figures at December 31 2008 The initial

cost of business combination of the A2A Coriance S.a.s Group has been determined

provisionally The Purchase Price Allocation following the acquisition of the Coriance

Group is expected to be completed by the end of first half 2009 In preparing these

consolidated financial statements the company has applied IFRS allocating to intangible

assets the corresponding portion of fair value setting aside the related deferred tax The

portion of fair value that cannot be allocated has been booked to goodwill for an amount

of io million euro and will be submitted to impairment testing as required byIFRS

A2A S.p.A exercised its call options for the Edipower S.p.A shares representing 4% of the

share capital The transfer of the first 2% of the shares took place on July 31 2007

further 2% of Edipower was purchased in January 2008 see Significant events during the
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period so this investment has now gone up from i8 to 20% These transactions did not

have any effect on the scope of consolidation as Edipower was already consolidated 20%

The investment in ACSM S.p.A is also consolidated at equity Given the lack of up-to-date

figures at December 31 2008 the consolidation includes the figures for the twelve months

from September 30 2007 to September 30 2008 delay of one quarter which is permitted

by lAS 27 paragraph 27

Moreover as regards the investment in Endesa Italia S.p.A now E.ON production following

this transaction and as explained in greater detail in note 12 to the balance sheet lAS 28

para 13 and IERS were applied which involved interrupting the consolidation of this

investment at equity and reclassifying it to Non-current assets held for sale

See the paragraph entitled
Significant events during theyear
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Consolidation policies

Subsidiaries

The scope of consolidation of the A2A Group comprises the Parent company A2A S.p.A and

the companies over which it exercises direct or indirect control The subsidiaries are

consolidated from the date on which the Group effectively acquires control and are no longer

consolidated from the date on which control is transferred to company outside of the

Group

Associates and Joint Ventures

Investments in associates in other words those in which the A2A Group holds significant

interest and is able to exercise considerable influence and those over which A2A has joint

control together with other shareholders are valued under the equity method Gains or

losses pertaining to the Group are recognised in the consolidated financial statements from

the date on which the Group began to have significant influence over the company

In the event that the loss pertaining to the Group exceeds the book value of the investment

the book value is cancelled and any excess loss is provided for to the extent that the Group has

legal or implicit obligations towards the associate to cover its losses or in any case to make

payments on its behalf

Potential voting rights

If the A2A Group holds call options to buy shares or other instruments representing capital

that are convertible into ordinary shares or other instruments that have the potential if

See the paragraph above entitled Change in the method of consolidation for investments under joint control joint ventures
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exercised or converted to give the Group voting rights or reduce the voting rights of third

parties potential voting rights such potential voting rights have to be taken into

consideration when assessing whether or not the Group has the power to govern or influence

the other companys financial and operating policies

Consolidation procedures

General procedure

The financial statements of the subsidiaries associates and joint ventures consolidated by the

A2A Group have been prepared at each period-end using the same accounting principles as

the parent company Any items valued on alternative bases are adjusted during the

consolidation process to bring them into line with Group accounting principles All

intercompany balances and transactions including any unrealised profits deriving from

transactions between Group companies are eliminated completely

Unrealised gains and losses with associates and joint ventures are eliminated for the portion

pertaining to the Group Unrealised losses are eliminated unless they represent loss in the

value of assets that have been sold

In preparing the consolidated financial statements the assets liabilities costs and revenues

of the companies being consolidated are included in their entirety on line-by-line basis

showing the portion of equity and net profit for the period pertaining to minority interests

separately in the balance sheet and income statement

The book value of the investment in each of the subsidiaries is eliminated against the

corresponding share of each subsidiarys net equity including any adjustments to fair value at

the date of acquisition any difference has to be treated in accordance with IFRS

Transactions with minority shareholders which do not entail the loss of control in

consolidated companies are treated according to the so-called economic entity view

Consolidation procedure of assets and liabilities held for sale IFRS

Only in the case of particularly large figures and exclusively in connection with non-current

assets and liabilities held for sale in accordance with the requirements of IFRS the related

intercompany financial receivables and payables are not eliminated so as to show clearly the

financial impact in the event of their disposal
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Effects on consolidation procedures of certain contracts concerning

shares/quotas of Group companies

Option contracts between AEM S.p.A now A2A S.p.A and Dolomiti Energia

S.p.A and between AEM S.p.A now A2A S.p.A and Società Elettrica Altoatesina

SEL S.p.A for part of their investment in Delmi S.p.A

AEM S.p.A now A2A S.p.A has signed separate option contracts with Dolomiti Energia S.p.A

DE and Società Elettrica Altoatesina SEL S.p.A SEL for part of the Delmi S.p.A shares that

they hold

DEs two options which in total gave Dolomiti Energy S.p.A the right to sell shares in Delmi

S.p.A Delmi equal to 50% of DEs investment in Delmi currently io% of Delmis share

capital to A2A S.p.A A2A have expired the first option expired in July 2007 the second in

May 2008

Under the option contract between A2A and SEL SEL will have the right to sell to A2A and A2A

will have the right to purchase from SEL two lots of Delmi shares equal to 50% and 35%

respectively of SELs investment in Delmi currently io% of Delmis share capital

The strike price of these options will be calculated for each lot based on various formulas that

take into account SELs initial investment and/or the value of Edisons shares at the time the

options are exercised depending in the case of SELs put options among other things on

whether SEL at the time of exercising the option has or has not become the owner of

some of Edisons hydroelectric power plants located in the Province of Boizano

In December 2008 A2A and SEL renegotiated the expiry date of these options postponing it

by one year compared with the initial deadlines also in consideration of the fact that the

parties could not agree on whether the condition for exercising one of the sale options for SEL

had been satisfied or not

SELs put options and A2As call options to buy from SEL if exercised can be executed in

various stages between the fourth anniversary and the six months following the seventh

anniversary of TdEs purchase of the shares and warrants held by IEB concluded on

September 162005

In line with paragraph 23 of lAS 32 the Group has booked to liabilities the present value of the

estimated outlay which it will not be able to avoid if it exercises these options

Changes in the present value of this liability caused by the passing of time are considered as

financial expenses and booked to income

There is still some uncertainty in international accounting standards as to how to treat the

difference between the present value of the strike price of the put options and the book value
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of the minority interests In the absence of an interpretation of this question by the IFRIC the

Group has decided to show the difference as reduction of equity pertaining to the Group if

positive or as an increase in equity pertaining to the Group if negative as an alternative to

adjusting goodwill

This is in line with previous decisions taken by the Group It means that changes in the liability

that do not depend on time are adjusted on Group equity

If the options expire without them being exercised the liability will be reclassified to equity

reinstating the minority interests

The consolidated financial statements at December 31 2008 shows liability to third parties

for the possible exercise of the put options on the shares of Delmi S.p.A of 118 million euro

223 million euro at December 312007 reduction in minority interests of 157 million euro

203 million euro at December 312007 positive change inequity pertainingto the Group of

57 million euro iomillion euro at December 31 2007 and financial expenses of 53 million

euro s.3 million euro at December 312007

Bear in mind that these figures have changed significantly compared with December 312007

as both the first and the second DE option can no longer be exercised as explained above and

the calculation parameters of the SEL put options were changed as indicated above

The share of Delmis result remains i%as the above options do not currently give A2A S.p.A

access to the economic benefits associated with the shares under option

Options on the shares of Ecodeco S.r.l

On April 22 2005 AEM S.p.A now A2A S.p.A acquired 30% of the share capital and voting

rights of Ecodeco S.r.l.

Under the agreements made at that time AEM S.p.A now A2A S.p.A has call option which

gives it the right but not the obligation to buy the other 70% of the share capital and voting

rights of Ecodeco S.r.I from April2006 at price depending on economic and financial ratios

based on the consolidated financial statements of the Ecodeco Group

Based on these agreements the call option could not be exercised during the first quarter of

2006 so up until March 312006 the investment in Ecodeco S.r.l was consolidated at equity

At the end of May 2007 AEM S.p.A now A2A S.p.A communicated to the shareholders of

Ecodeco S.r.l its intention to exercise the call option to buy 70% of Ecodeco S.r.I also

communicating provisional strike price that will be subject to an adjustment in the coming

months once the gross operating profit for the whole of 2007 is known together with the

other adjustments envisaged in the contract
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Subsequently A2A S.p.A and the other shareholder of Ecodeco S.r.l agreed that as result of

exercising the call option A2A would purchase 64% interest in Ecodeco with the residual 6%

being subject to call option for A2A to buy or put option for the other shareholder of

Ecodeco to sell

The purpose of this was to give A2A the chance to claim off the amount to be paid for the

residual 6%of Ecodeco in the event of an adjustment that reduced the provisional strike price

On July 24 2007 following the exercise of the call option for Ecodeco S.r.l A2A S.p.A

acquired 64% of Ecodeco S.rJ for Euro 223.6 million euro

As result of this purchase A2A S.p.A holds 94% of Ecodeco S.r.l. The other 6% of Ecodeco

S.r.l is the object of call and put option respectively
in favour of and to be borne by A2A

S.p.A which can be exercised bythe end of 2008 at the same conditions and pre-established

price not subject to changes The purchase of the remaining 6%took place on October 24

2008

On the purchase of 64% there is also provision for the price to be adjusted up or down

based on o% of any change in the 2007 gross operating profit compared with what it was in

2006 both calculated accordingto Italian GAAP and subject to certain adjustments to which

the contractual multiple of 6.8 was applied

The total outlay Total Price for the purchase of 100% of Ecodeco S.r.l amounts to the sum

of the following components

the price for 64% of Ecodeco 223.6 million euro which was paid on July 242007

ii the price for the remaining 6% 23 million euro which was paid on October 242008

iii the price adjustment for the purchase of 64% sub of 29 million euro which was paid on

August 2008

Note that for the period January to June 30 2007 the income statement of the A2A Group

treated 70% of the Ecodeco Groups results as net profit pertaining to minority interests

while from July 2007 it all belonged to the A2A Group as the call/put options on the

remaining 6% of the share capital of Ecodeco allowed A2A to access the benefits associated

with the shares under option

Option for the interest in Fertilvita S.r.l subsidiary of Ecodeco S.r.I

As result of AEMs now A2A S.p.A decision to exercise its options for 70% of Ecodeco S.r.l

the minority shareholders of Fertilvita S.r.l also gained the right to sell their 4.16% interest to

Ecodeco S.r.l.
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As result Ecodeco S.r.l purchased 4.16% of the share capital of Fertilvita S.r.l on July 24

2007

The total outlay Fertilvita Total Price for the purchase of 4.16% of Fertilvita S.r.l is equal to

the sum of the following components

the price for 4.16% of Fertilvita million euro which was paid on July 242007

ii the price adjustment of around 15 million euro which was paid on August 82008

The A2A Group has booked in the consolidated financial statements an amount of goodwill

equal to the difference between the Fertilvita Total Price and 4.16% of its net equity at June30

2007

The income statement result of Fertilvita from July 2007 was entirely attributable to the

Ecodeco Group whereas up until June 30 2007 4.16% was accounted for as net profit

pertaining to minority interests

Call/put options on the shares held by certain minority shareholders of

AbruzzoEnergia S.p.A

A2A S.p.A currently holds 89.8% of AbruzzoEnergia S.p.A whose main asset is the

thermoelectric plant at Gissi in Abruzzo

In addition A2A S.p.A holds two call options and two minority shareholders each hold put

option for total of 5.15% of the share capital of AbruzzoEnergia S.p.A currently 130 million

euro of which ioi million has been paid in

Only the call options can be exercised at present at price of around million euro which has

already been defined whereas the put options can only be exercised at price that is

marginally lower than that of the call option starting from when both of the units at the Gissi

power plant start operating
in parallel

The consolidated financial statements at December 31 2008 therefore reflect the following

situations

call options on shares held by minority shareholders accounted for in accordance with lAS

27 paragraphs 1415 and 23 on potential voting rights

put options on shares held by minority shareholders in this case accounted for in

accordance with lAS 32 paragraph 23

different strike prices for the options

call options that can be exercised now and put options that can only be exercised once

certain technical production conditions have been fulfilled
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lAS 27 paragraph 14 requires companies to take account of potential voting rights when

assessing whether shareholder has the power to govern the companys operating and

financial decisions In the case in question A2A S.p.A already has control of AbruzzoEnergia

S.p.A as it holds almost 90% of the share capital this means that exercising the call options

would not bring about any change in the companys control nor in the fact that it is

consolidated on line-by-line basis The result of this analysis of the call options is therefore

that no additional or amending entry has to be made

As for the put options the observations made in paragraph which analysed the option

contracts with Dolomiti Energia S.p.A and Società Elettrica Altoatesina SEL S.p.A are still

valid

The circumstances are very similar the put options are on the shares held by certain minority

shareholders while the counterparty the buyer is the shareholder that controls the

company the accounting treatment of the put options will therefore be the same

Bear in mind that the Group has chosen to show the difference between the present value of

the strike price of the put options and the book value of the minority interests as reduction

in Group equity if positive or as an increase in Group equity if negative as an alternative to

confirming goodwill

As result current financial payable of million euro has been recorded reducingthe equity

of minority interests by million euro The differential of million euro has been deducted

from the equity pertaining to the Group

Option granted to the Municipality of Bergamo for the purchase of BAS Sli S.p.A

At the time of BASs merger with ASM S.p.A framework agreement was stipulated under

which ASM S.p.A now merged as part of A2A S.p.A granted the Municipality of Bergamo

call option to buy 50% of the subsidiaries BAS Power S.r.l Bas.Com S.p.A Sobergas S.p.A and

100% of the subsidiary BAS 511 S.p.A.

For the subsidiaries other than BAS SlI S.p.A the option expired on December 31 2006

without being exercised by the Municipality

For BAS 511 S.p.A the option originally expired on December 31 2007 but in December 2007

the Board of Directors of ASM S.p.A agreed to extend the options duration until June 30

2008 After June 30 2008 the Management Board of A2A S.p.A accepted to roll over the

option in favour of the Municipality of Bergamo up to October 312008

This option has expired at December 312008
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Call option on the purchase of 1% of the share capital of ASM Novara S.p.A

A2A S.p.A OWflS 50% of the shares of ASM Novara S.p.A company with share capital of one

million euro set up with other shareholders in order to build and manage district heating

network in Novara

As result of the shareholder agreement between the shareholders of ASM Novara S.p.A A2A

S.p.A has call option to buy 1% of the share capital of ASM Novara S.p.A Similarly the other

shareholders who hold the remaining o% have put option to sell 1% of the share capital to

A2A Exercising one of these options would give A2A S.p.A control over ASM Novara S.p.A.

Any of the parties can exercise their option within three years after the satisfaction of certain

conditions relatingto the construction of the district heating network in Novara at December

312008 these conditions had not yet been satisfied

lAS 27 paragraph 14 establishes that when assessing whether an entity has the power to

govern the financial and operating policies of another entity it has to take account of the

potential voting rights that would derive from exercising the options providing they are

currently exercisable Such potential voting rights should then be added to the existing voting

rights in order to calculate the total interest held in the share capital which in turn establishes

the method of consolidation to be applied to the affiliate concerned

Potential voting rights that are not currently exercisable are understood as being for example

those that cannot be exercised until future date or until some future event takes place

Hence the potential voting right that A2A S.p.A holds in ASM Novara S.p.A as explained

above is not currently exercisable so the investment in ASM Novara S.p.A is consolidated

according to the equity method

When the option rights are exercised an assessment will have to be made as to whether ASM

Novara S.p.A is controlled by A2A S.p.A in order to decide on the consolidation method to be

used

Equity Swap and Flexible Forward on Edison S.p.A shares stipulated by Delmi

S.p.A

Note that also at December 31 2008 Delmi S.p.A 51% A2A S.p.A is no longer exposed to

equity risk on the ordinary shares of Edison S.p.A as the two derivatives Equity Swap and

Flexible Forward on the 17496270 ordinary shares of Edison S.p.A expired in the last quarter

of 2008 The effects of these transactions have been accounted for in the consolidated

financial statements
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Consolidation of foreign companies and translation of captions in

foreign currency

Assets and liabilities of consolidated foreign companies expressed in
currency other than

the euro are translated at the exchange rate ruling on the balance sheet date revenues and

costs are translated at the average exchange rate for the year providing it is similar to the

exchange rates ruling on the transaction dates Exchange differences are booked to an equity

caption until the investment is sold Note that on first-time application of IFRSthe cumulative

translation differences generated by consolidating foreign companies were annulled the

reserve shown in the consolidated financial statements therefore represents only the

cumulative translation differences that have been generated since January 2004

Key figures at December 31 2008 and 2007 of the joint ventures

consolidated at equity

Key figures at December 31 zoofl Edipower Transalpina Ecodeco Ergon Metamer Ge.Si

Millions of euro di
Energia Group Energia

companies

20% 50% 50% 47.5%

INCOME STATEMENT

Revenuesfromsales 265 5533 13 461 12

Grossprofltfromoperations 80 819 0.2 0.8

%of net sales 30.2% 14.8% 23.1% 1.1% i.% 26.7%

Depreciation amortisation and writedowns 56 422 0.2

Prof it from operations 24 397 0.2 0.7

Net profit for the year 60 0.2 0.4

BALANCE SHEET

Total Assets 891 8038 12 109

Equity 404 3715

Net debt 314 2145 30 0.3

Bellisolina S.r.l Bergamo Pulita Sri Biotecnica SrI and SED S.r.i.
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INCOME STATEMENT

Ecodeco

Group

companies

50%

Revenues from sales
232 4138 395 13

Gross profit from operations 77 802 16

%of net sales 33.2% 79.4% 4.7% 23.7%

Depreciation
amortisation and writedowns 383

Profit from operations 19 419 15

Net profit for the year 140

BALANCE SHEET

Total Assets
901 8408 141 12

Equity 410 3781 14

Net debt 344 2040 64

Bellisolina Sri Bergamo Pulita Sri Biotecnica S.r.i and SED S.r.l.
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Key figures at December 31 2007 Edipower flansalpina Plurigas

Millions ofeuro di
Energia

20% o% 40%
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Translation of foreign currency items

The consolidated financial statements of the A2A Group are expressed in euro which is also

the currency of the economies in which the Group operates Transactions in currencies other

than the euro are initially booked at the exchange rate ruling on the day of the transaction

Monetary assets and liabilities denominated in foreign currency are translated into euro at the

exchange rate ruling on the balance sheet date

Non-monetary items valued at historical cost in foreign currency are translated at the

exchange rate ruling on the date when the transaction was first recorded Non-monetary

items shown at fair value are translated at the exchange rate ruling on the valuation date

Property plant and equipment

Industrial buildings are booked under property plant and equipment whereas non-industrial

buildings are classified as investment property

Property plant and equipment purchased separately are booked at historical cost including

any additional
charges directly attributable to the asset and needed to bring it into service

e.g transport customs duty location preparation expenses installation and testing costs

notary and cadastral fees and any non-deductible VAT increased by the present value of the

estimated cost of restoring the location from an environmental point of view or dismantling

the plant if this is significant and obligatory under current regulations If important

components of property plant and equipment have different useful lives they are accounted

for separately accordingto the component approach giving each of them its own useful life

for the purpose of calculating depreciation All plots of land whether occupied by residential

or industrial buildings or devoid of construction are not depreciated as they have an

unlimited useful life except for land used in production activities that is subject to

deterioration over time e.g landfills quarries Ordinary maintenance costs are wholly

expensed to the income statement in the year they are incurred Costs incurred for regular
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maintenance are attributed to the assets to which they refer and are depreciated over their

specific residual useful life

Assets held under finance leases through which substantially all risks and benefits of

ownership are transferred to A2A are recognised as A2A assets at the lower of fair value and

the present value of minimum lease payments The corresponding liability to the lessor is

shown in the balance sheet under financial payables

Property plant and equipment are shown net of accumulated depreciation and any

writedowns Depreciation is calculated from the year in which the individual asset enters

service and is charged on straight-line basis over the estimated useful life of the asset for the

business The estimated realisable value which is deemed to be recoverable at the end of their

useful life is not depreciated The useful life of each asset is reviewed annually and any

changes if needed are made with view to showing the correct value of the asset

The depreciation of freely transferable assets is calculated on straight-line basis over the

lower of the residual duration of the concession and the estimated useful life of the assets

Landfills are depreciated on the basis of the
percentage filled which is calculated as the ratio

between the volume occupied at the end of the period and the total volume authorised

The main depreciation rates used which are based on technical and economic considerations

are as follows

Depreciation rates

buildings 1.0%- 17.3%

production plant 1.0%- 33.3%

transport lines 1.4%-100.o%

transformation stations _______________________________________ 1.8%- 33.3%

distribution networks 1.4%- 33.3%

miscellaneous equipment 3.3% ioo.o%

mobile phones ioo.o%

furnitureandfittings io.o%- 25.0%

electric and electronic office machines ____________________________ 10.0% 33.3%

vehicles io.o%- 25.0%

leasehold improvements 12.5%- 33.3%

Items of property plant and equipment are subjected to impairment testing if there are

specific signs that they have suffered loss of value using the methods explained below in

the paragraph entitled Impairment of property plant and equipment and intangible

assets writedowns can be reversed in subsequent periods if the reasons for them no longer

apply
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No financial expenses were capitalised during the year

When an asset is sold or future economic benefits are no longer expected from using the

asset it is eliminated from the balance sheet and any gain or loss i.e the difference between

the disposal value and the carryingvalue is booked to the income statement in theyear of the

elimination

Intangible assets

Intangible assets are identifiable non-monetary assets that cannot be seen touched or

physically measured which are controlled by the enterprise and able to produce future

economic benefits this category also includes goodwill that have been purchased at price

The fact of being identifiable is to distinguish an intangible asset that has been acquired from

goodwill usually this requirement is met when the intangible asset is attributable to legal

or contractual right or ii the asset is separable on other words it can be sold transferred

rented out or exchanged autonomously or as an integral part of other assets Control by the

enterprise consists of the right to enjoy the future economic benefits deriving from the asset

and the possibility of limiting access to it by others

Intangible assets are reported in the financial statements at purchase or production cost

including ancillary charges determined in the same way as for property plant and equipment

Intangible assets produced internally are not capitalised but charged to income in the period

in which the costs are incurred

Intangible assets with definite useful life are shown net of accumulated amortisation and any

permanent losses of value which are established in the same way as for property plant and

equipment Changes in the expected useful life or in the ways in which the future economic

benefits of an intangible asset are achieved by the Company are accounted for by suitably

adjusting the period or method of amortisation treating them as changes in accounting

estimate The amortisation applied to intangible assets with definite useful life is charged to

the income statement in the cost category that reflects the function of the intangible asset

concerned

Intangible assets are subjected to impairment testing
if there are specific signs that they have

suffered loss of value using the methods explained below in the paragraph entitled

Impairment of assets writedowns can be reversed in subsequent periods if the reasons for

them no longer apply

Intangible assets with an indefinite useful life and those that are not yet available for use are

subjected to impairment testing on an annual basis whether or not there are specific signs

that they have suffered loss of value using the methods explained below in the paragraph
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entitled Impairment of property plant and equipment and intangible assets Writedowns of

goodwill cannot subsequently be written back

Gains or losses on disposal of an intangible asset are calculated as the difference between the

disposal value and the carrying value of the asset and are booked to the income statement at

the time of the disposal

The following amortisation rates are applied to intangible assets with definite useful life

industrial patents and intellectual property rights 12.5% 33.3%

concessions licences trademarks and similar rights 6.7% 33.3%

leasehold improvements 12.5%- 33.3%

Impairment of property plant and equipment and intangible assets

Intangible assets are subjected to impairment testing if there are specific signs that they have

suffered loss of value

Goodwill other intangible assets with an indefinite useful life or assets not available for use

are tested for impairment every year or more frequently if there are signs that the assets may

have suffered loss in value

impairment testing consists of comparing the recoverable amount of the asset with its net

book value

The recoverable amount of an asset is the higher of its fair value net of selling costs and its

value in use To determine an assets value in use the Company calculates the present value of

the estimated future cash flows before tax applying pre-tax discount rate which reflects

current market valuations of the time value of money and the specific risks to which the asset

is exposed loss in value is booked if the realisable value is lower than the book value If

subsequently loss on an asset other than goodwill is eliminated or reduced the book value

of the asset or of the CGU is raised up to the new estimate of recoverable value but without it

exceedingthe value that the asset would have had without any impairment loss Writebacks of

impairment losses are booked immediately to the income statement

When it is not possible to estimate the recoverable value of an individual asset the Company

estimates the recoverable value of the cash generating unit CGU or group of CGU to which

the asset belongs orto which it can reasonably be allocated

The CGUs have been identified according to the organisational and business structure as

homogeneous aggregations that generate independent cash flows deriving from the

continuous use of the assets attributed to them
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Emission quotas and green certificates

Different accounting policies are applied to quotas or certificates held for own use in the

Industrial Portfolio and those held for trading purposes in the Trading Portfolio

Surplus quotas or certificates held for own use which are in excess of the companys

requirement in relation to the obligations accruing at the end of the
year are booked to other

intangible assets at cost Quotas or certificates assigned free of charge are booked at zero

value Given that they are assets for instant use they are not amortised but subjected to an

impairment test The recoverable amount is the higher of its value in use and its market value

If on the other hand there is deficit because the requirement exceeds the quotas or

certificates in portfolio at the balance sheet date provision is made in the financial statements

for the charge needed to meet the residual obligation this is estimated on the basis of any

purchase contracts spot or forward already signed at the balance sheet date otherwise on

the basis of market prices

Quotas or certificates held for trading in the Trading Portfolio are booked to inventories

and measured at the lower of purchase cost and estimated realisable value based on market

trends Quotas or certificates assigned free of charge are booked at zero value Market value

is established on the basis of any sales contracts spot or forward already signed at the

balance sheet date otherwise on the basis of market prices

Long-term construction contracts in progress

Long-term construction contracts currently in
progress are valued on the basis of the

contractual fees that have accrued with reasonable certainty according to the
stage

of

completion or cost to cost method so as to allocate the revenues and net result of the

contract to the individual periods to which they belong in proportion to the progress being

made on the project Any difference positive or negative between the value of the contracts

and the advances received is booked respectively to the asset or liability side of the balance

sheet

In addition to the contractual fees contract revenues include any variants price revisions and

incentive awards to the extent that probably represent actual revenues that can determined

with reasonable degree of reliability Ascertained losses are recognised independently of the

stage of completion of the contracts
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Inventories

Inventories of materials and fuel are valued at the lower of weighted average cost and market

value at the period-end Weighted average
cost is determined for the period of reference and

for each inventory code Weighted average
cost includes any additional costs such as sea

freight customers charges insurance lay or demurrage days in the purchase of fuel relating

to purchases during the period Inventories are constantly monitored and whenever

necessary technologically obsolete stocks are written down with charge to the income

statement

Financial instruments

Financial instruments include trading investments and investments that are available for sale

and non-current receivables and loans trade and other receivables originated by the

company and other current financial assets such as cash and cash equivalents They do not

include investments in subsidiaries joint ventures and associates Cash and cash equivalents

include bank deposits readily negotiable securities used as temporary investments of surplus

cash and financial receivables due within three months They also include financial payables

bank loans and bonds trade payables other payables and other financial liabilities and

derivatives

Financial assets and liabilities are recognised at the time that the contractual rights and

obligations foreseen by the instrument arise

Initially all financial assets are recognised at fair value including ancillary charges

purchase/issue costs.in the case of assets and liabilities not measured at fair value through

profit and loss

Measurement subsequent to initial recognition depends on the classification of the

instrument to one of the following categories

non-derivative financial assets and liabilities at fair value through profit and loss include

financial assets and liabilities held for trading HFT i.e with the intention of

repurchasing or reselling them in the short term

financial liabilities which on initial recognition have been designated as being at fair

value through profit and loss

other non-derivative financial assets and liabilities including

loans and receivables LR
investments held to maturity HTM
financial liabilities valued at amortised cost
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available-for-sale financial assets AFS
derivatives

The following is detailed explanation of the accounting policies applied in measuring each of

the above categories after initial recognition

non-derivative financial assets and liabilities at fair value through profit and loss

are measured at fair value with any changes being booked to the income statement This

category includes investments trading securities and the non-convertible bond loan

issued by A2A S.p.A on October17 2003 code XSo179o91425 for nominal value of 500

million euro and listed at the Luxembourg Stock Exchange

other non-derivative financial assets and liabilities with fixed or determinable

payments other than investments are valued at amortised cost Any transaction costs

incurred during the acquisition or sale are adjusted directly on the nominal value of the

asset or liability e.g issue premium or discount loan acquisition costs etc. Then

financial income and charges are remeasured on the basis of the effective interest rate

method Financial assets are assessed regularly to see if there are any signs that they have

suffered impairment In the assessment of receivables in particular account is taken of the

solvency of the creditors as well as the characteristics of credit risk which is indicative of

the individual payment capacity of the individual debtors Any impairment losses are

booked as cost to the income statement This category includes the investments held

with the intent and the capacity for them to be held to maturity non-current loans and

receivables trade receivables and other receivables originated by the business financial

payables trade payables other payables and other financial liabilities

available-for-sale financial assets represented by non-derivative financial assets that

are not classified as financial assets at fair value through profit and loss or other financial

assets are measured at fair value and any gains or losses on them are booked directly to

equity until they are sold at which stage they get transferred to the income statement the

losses booked directly to equity are in any case reversed and booked to the income

statement even if the financial asset has not been eliminated if there is objective evidence

that the asset has suffered impairment unlisted investments with fair value that cannot

be reliability measured on the other hand are valued at cost less any impairment losses

their value is restated in future years if the reasons for the writedown no longer apply

except for writedowns of equity instruments This category essentially includes the other

investments i.e not subsidiaries joint ventures or associates except for those held for

trading trading investments

derivatives are measured at fair value with any changes being booked to the income

statement if they do not satisfy the conditions to qualify as hedges Derivatives are

classified as hedges when the relationship between the derivative and the item being
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hedged is formally documented and the effectiveness of the hedge is high this being

checked periodically Hedging derivatives that limit the risk of fluctuations in the fair value

of the items being hedged fair value hedges are booked at fair value through profit and

loss in the same way the instruments being hedged are adjusted to reflect changes in the

fair value associated with the risk being hedged When derivatives hedge the risk of

changes in the cash flows generated by the instruments being hedged cash flow hedges

the effective portion of changes in the fair value are booked to equity while the ineffective

portion is charged to the income statement The amounts booked directly to equity are

reflected in the income statement in line with the economic effects produced by the item

being hedged

financial asset or where applicable part of financial asset or parts of group of similar

financial assets is derecognised when

the rights to receive cash flows come to an end

the Company has retained the right to receive the future cash flows of the assets but has

assumed contractual obligation to pass them on to third party without material delay

the Company has transferred the right to receive the cash flows from the asset and has

transferred substantially all of the risks and rewards of ownership of the financial asset or

iiif it has neither transferred nor retained substantially all of the risks and rewards of the

asset but has transferred control over it

In the cases in which the Company has transferred the rights to receive financial flows from an

asset and has neither transferred nor retained substantially all of the risks and rewards or has

not lost control over it the Company continues to recognise the asset to the extent to which

it has continuing involvement in the asset continuing involvement that takes the form of

guarantee over the asset that has been transferred is measured at the lower of the initial book

value of the asset and the maximum amount that the Company might have to pay Trade

receivables considered definitively unrecoverable after all the necessary recovery

procedures have been completed are also eliminated from the balance sheet

financial liability should be removed from the balance sheet when and only when it is

extinguished that is when the obligation specified in the contract is either discharged

cancelled or expired

Where there has been an exchange between an existing borrower and lender of debt

instruments with substantially different terms or there has been substantial modification of

the terms of an existing financial liability
this transaction is accounted for as an

extinguishment of the original financial liability and the recognition of new financial liability

gain or loss from extinguishment of the original financial liability is recognised in the income

statement
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The fair value of financial instruments that are listed in an active market is based on market

prices at the balance sheet date The fair value of instruments that are not listed on an active

market is determined by using recognised valuation methods The valuation of financial

derivatives for electricity at fair value in the absence of forward market curve has been

estimated internally using models based on industry best practice

Non-current assets held for sale disposal groups and discontinued

operations IFRS

Non-current assets held for sale disposal groups and discontinued operations whose book

value will be recovered principally by being sold off rather than being continuously used are

valued at the lower of net book value and fair value net of selling costs disposal group is

understood as being series of assets and liabilities that are directly correlated and likelyto be

sold off as part of single transaction Discontinued operations on the other hand consist of

significant portion of the Group such as an important independent business division

representing an activity or geographical area of activity or subsidiary bought exclusively

with view to reselling it

In accordance with IFRS the figures for non-current assets held for sale disposal groups and

discontinued operations are shown on two specific lines in the balance sheet assets held for

sale and liabilities directly associated with assets held for sale

With exclusive reference to discontinued operations the net economic results made by them

during the disposal process any gains or losses on disposal and the corresponding

comparative figures for the previousyear or period are shown on specific line in the income

statement net profit loss on discontinued operations and assets held for sale

Employee benefits

Severance indemnities and pension provisions are determined using an actuarial method the

rights accrued by employees during the
year are booked to the income statement under

labour cost whereas the figurative financial cost that the company would have to bear were

it to ask the market for an equivalent loan is booked to net financial income charges The

actuarial gains and losses which reflect the effects of changes in the actuarial assumptions

are booked to the income statement taking into accountthe residual average useful life of the

employees

In particular as result of the Budget Law no 296 of December 27 2006 only the portion of

accrued severance indemnities that remained in the company has been valued according to

lAS 19 as indemnities are now paid over to separate entity as they accrue either to
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supplementary pension scheme or to funds held by IN PS As result of these payments the

company no longer have any obligations in connection with the services that employees will

render in the future

Guaranteed employee benefits paid on or after termination of employment through defined-

benefit plans energy discount health care or other benefits or long-term benefits fidelity

bonus are recognised in the period when the right accrues

The liability relating to defined-benefit plans net of any assets that exist to service the plan is

determined on the basis of actuarial assumptions and booked on an accrual basis in line with

the work needed to be done to obtain the benefits the liability is valued by independent

actuaries

Gains and losses arising from the actuarial calculation are charged to the income statement as

cost or as income the company does not apply the so-called corridor method

Provisions for risks and charges

The provisions for risks and charges concern costs of determined nature that definitely or

probably exist but which at the balance sheet date are uncertain in terms of amount or timing

Such provisions are recognised when there is current liability legal or implicit deriving

from past event if it is likely that resources will have to be spent to satisfy the liability and it

is possible to make reasonable estimate of the amount of the liability

Provisions are booked for an amount that represents the best estimate of the amount that the

Company would have to payto extinguish the liability or to transfer it to third parties as of the

balance sheet date If the effect of discounting is significant the provisions are calculated by

discounting expected future cash flows at pre-tax discount rate that reflects current

market valuation of the cost of money overtime If discounting is applied the increase in the

provision due to the passing of time is booked as financial expense If the liability refers to

property plant and equipment such as dismantling and reclamation of industrial sites the

initial provision is recognised as contra-entry to the assets to which it refers the expense is

then charged to the income statement through the process of depreciating the asset in

question

Treasury shares

Treasury shares are booked as reduction of equity The
par

value of the treasury shares is

booked as separate item as reduction of shareholders equity
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Grants both from public entities and from external private entities are booked at fair value

when there is reasonable certaintythat they will be received and that the Company will be able

to comply with the terms and conditions for obtaining them

Contributions received to help cover the cost of specific items of property plant and

equipment are booked as direct reduction of the assets concerned and credited to the

income statement over the period of depreciation of the assets to which they refer

Operating grants given to provide the company with immediate financial aid or as

compensation for costs or losses incurred in previous accounting period are charged in

their entirety to the income statement as soon as the conditions for booking the grants are

satisfied

Revenues and costs

Revenues are recognised to the extent that it is possible to establish their fair value on

reliable basis and it is probable that the related economic benefits will be enjoyed Depending

on the type of transaction revenues are recognised on the basis of the following specific

criteria

revenues for the sale and transport of electricity and gas are recognised at the time that

the energy is supplied or the service rendered even if they are still to be invoiced and

determined by integrating those based on pre-established meter-reading calendars with

suitable estimates These revenues are based when applicable on the tariffs and related

tariff restrictions foreseen by current law and by the Italian Authority for Electricity and

Gas and equivalent organisation abroad in force during the period of reference

connection contributions paid by users if not for costs incurred to extend the network

are book to income on collection and shown under revenues from services

the revenues billed to users for an extension of the gas network are accounted for as

reduction in the value of property plant and equipment being recognised to the income

statement as reduction in depreciation over the useful life of the cost capitalised to

extend the network

the revenues and costs involved in withdrawing quantities that are higher or lower than

the Groups share are measured at the prices foreseen in the related purchase or sale

contract

revenues from the provision of services are recognised according to the stage of

completion based on the same criteria as for contract work in progress If it is impossible

to establish the value of revenues on reliable basis they are recognised up to the amount

of the costs incurred providing they are expected to be recovered
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revenues are booked net of returns discounts allowances and bonuses as well as directly

related taxes

revenues from the sale of
green

certificates are booked at the time of sale

The costs are for goods or services sold or consumed during the year or as result of

systematic allocation if it is not possible to see any future use for them they are charged to

income

Financial income and charges

Financial income is recognised when interest income arises as result of applying the

effective interest method at the rate which exactly discounts the expected future financial

flows based on the expected life of the financial instrument

Financial expenses are recognised on an accrual basis and booked to the income statement at

the amount of the effective interest

Dividends

Dividend income is recognised when it is established that the shareholders have right to

receive payment

Dividends are classified as financial income in the income statement

Income taxes

Current taxes

Current income taxes for the period are based on an estimate of taxable income and in

compliance with current tax regulations account is also taken of the fact that the Company

now files for tax on Group basis

Deferred tax assets and liabilities

Deferred tax assets and liabilities are calculated on the temporary differences between the

values given to assets and liabilities in the balance sheet and the corresponding values

recognised for tax purposes based on the tax rates in force at the time that the temporary

differences are likely to reverse Deferred tax assets are recognised to the extent that there
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will probably be sufficient taxable income in the future to absorb them The book value of

deferred tax assets is reduced to the extent that it is no longer probable that the tax benefit

will be realised The valuation of deferred tax assets takes account of the planning period for

which approved corporate plans are available When the results are booked directlyto equity

the current taxes deferred tax assets and deferred tax liabilities are also booked directly to

equity The deferred tax liabilities on profits not distributed by Group companies are only

provided for if there is genuine intention to distribute such profits and in any case if the

taxation is not offset against consolidated tax loss

Segment information

The primary segment is part of the Group that can be separately identified and which

provides single product or service or set of related products and services it is also subject

to risks and benefits that are different from those of the Groups other segments

Identifying secondary segments based on geographical areas was considered irrelevant as the

Groups international dimension is embryonic

Use of estimates

Preparing the financial statements and notes required the use of estimates and assumptions

both in the recognition of certain assets and liabilities and in the measurement of contingent

assets and liabilities The actual results after the event could differ from such estimates

Estimates have been used in impairment testing to determine certain sales revenues in

provisions for risks and charges in provisions for bad and doubtful accounts and other

writedowns amortisation and depreciation the valuation of derivatives employee benefits

and taxes Estimates and assumptions are revised periodically and the impact of
any change is

booked immediately to the income statement

The following are the key assumptions made by management as part of the process of making

these accounting estimates The inherently critical element of such estimates comes from

using assumptions or professional opinions on matters that are by their
very

nature

uncertain Changes in the conditions underlying the assumptions and opinions used could

subsequently have material impact on the results

Impairment testing

The book value of non-current assets includinggoodwill and the other intangible assets and

of the assets held for sale is checked periodically and any time the circumstances or events

require them to be checked more often If it is felt that the book value of group of non-



Consolidated Financial Statements Year 2008

Accuiuepo des

current assets has suffered an impairment it is written down to its recoverable value which is

estimated according to its use and future sale depending on what was established in the

companys latest plans Management is of the opinion that the estimates of these recoverable

values are reasonable however possible changes in the factors underlying the estimates on

which these recoverable values have been calculated could lead to different assessments For

further details on the methods of carrying out impairment testing and its results reference

should be made to the specific paragraph below

Revenue recognition

Revenues from sales to retail and wholesaler customers are recognised on an accruals basis

Revenues from sales of electricity and gas to customers are recognised when the supply takes

place based on periodic meter readings they also include an estimate of the value of electricity

and gas consumption from the date of the last reading to the end of the period of reference

Revenues from the date of the last reading and the end of the period are based on estimates of

customers daily consumption according to their historical profile and adjusted to reflect

weather conditions or other factors that may affect the consumption being estimated

Provisions for risks and charges

In certain circumstances it is not at all easy to identify whether current legal or implicit

obligation exists The directors evaluate these situations case by case together with an estimate

of the resources required to fulfil the obligation Estimating such provisions is the result of

complex process that involves subjective judgements on the part of management When the

directors are of the opinion that it is only possible that
liability could arise the risks are indicated

in the section on commitments and contingent liabilities without making any provision

Provision for bad and doubtful accounts

The provision for bad and doubtful accounts reflects estimated losses in the Groups

receivables portfolio Provisions have been made to cover expected bad debts estimated on

the basis of past experience of receivables with similar risk profile current and past

uncollected accounts reversals and collections as well as careful monitoring of the quality of

the receivables portfolio and the current and foreseeable conditions of the economy and

markets of reference

Even though the provision is considered adequate the use of different hypotheses or changes

in prevailing economic conditions even more so in this period of recession could give rise to

changes in the provision for bad and doubtful accounts
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Depreciation and amortisation

Depreciation and amortisation are significant cost for the Group Non-current assets are

depreciated or amortised each year on straight-line basis over the useful life of the assets

The useful life of Groups non-current assets is established by the directors at the time they

are purchased The Group periodically evaluates technological and sector developments

dismantling/closure charges and the recovery value as assets to update their residual useful

life This periodic update could entail change in the period of depreciation or amortisation

and hence also the depreciation/amortisation charge in future years

Measurement of derivatives

The derivatives used are measured at fair value based on the forward market curve at the

balance sheet date if the underlying of the derivative is traded on markets that offer official

liquid forward prices If the market does not offer forward prices forecast price curves are

used based on simulation models developed by the Group internally However the effective

results of derivatives could differ from the initial estimates made

Note that compared with previous years the serious turbulence that took place on the

markets forthe energy commodities traded by the Group as well the fluctuations in exchange

and interest rates towards the end of 2008 and the beginning of 2009 could lead to greater

volatility in cash flows and in expected results

Employee benefits

The calculations of these expenses and the related liabilities are based on actuarial

assumptions The effects of any changes in these assumptions are all charged to the income

statement

Current taxes and the future recovery of deferred tax assets

The uncertainties that exist regarding the correct way of applying certain tax regulations

introduced recently have involved the Group taking an interpretative stance when providing

for current taxes in these financial statements such interpretations could be overturned by

official clarifications on the part of the tax authorities

Deferred tax assets are accounted for on the basis of the taxable income expected to be

generated in future years The measurement of expected income for the purpose of

accounting for deferred taxation depends on factors that can vary over time and lead to

significant effects on the measurement of deferred tax assets
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The A2A Group operates in the production sale and distribution of gas and electricity district

heating environmental services and the integrated water cycle These activities in turn form

part of the following sectors

Energy Sector

Heat and Services Sector

Environment Sector

Networks Sector

Other Services and Corporate Sector

Sector of the
A2A Group

Thermoelectric Cogeneration Collectionand Electricity Otherservices

and hydroelectric plants
Street sweeping Networks

plants

Energy Districtheating Treatment GasNetworks Corporatesector

Management networks

Sale of electricity Sale of heat and Disposal of waste Integrated

andgas otherservices withenergy WaterCycle

recovery

Sector of the A2A Group

Energy

Heat Services

Environment

Networks

âMi Otherservices corporate
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The business sectors in which the A2A Group operates are represented by the following

sectors

Energy Sector

This sectors activity is selling electricity and natural gas on wholesale and retail
energy

markets The sales and marketing areas have the support of other activities involved in fuel

procurement power plant planning and dispatching portfolio optimisation and trading on

domestic and foreign markets

Heat and Services Sector

This sectors activity is mainly selling the heat and electricity produced by the cogeneration

plants mostly owned by the Group Cogenerated heat is sold through district heating

networks The sector also provides services such as managing district heating plants owned

by third parties heat management services and facility management

Environment Sector

This sectors activity relates to the whole waste management cycle from collection and Street

sweeping to treatment disposal and recovery of materials and energy In fact this sectors

activity includes the recovery of the energy content in waste by means of refuse incinerators

or biogas plants
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Networks Sector

This sectors activity includes managing networks for the transmission and distribution of

electricity and for the transport and distribution of natural gas as well as running the entire

Integrated Water Cycle water captation aqueduct management water distribution sewer

network management water purification
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Results by ousiness sector

Corporate services include various activities such as guidance strategic direction

coordination and control of industrial operations as well as services to support the business

and operating activities e.g administrative and accounting services financial and legal

services procurement personnel management information technology

telecommunications etc. Other Services consist of activities relating to public illumination

traffic regulation systems video surveillance services and the management of votive lights in

cemeteries

010107

123107

Restated

This includes the acquisition of the Coriance Group for 94 million euro

See Capital expenditure in the schedules in notes and and Attachments and on Property plant and equipment and

Intangible assets

RESULTS BY BUSINESS SECTOR Mi/lions of euro Energy Heat Services

010108 010107 010108

123108 123107 123108

Restated

Revenues from sales and services 4864 2393 292 81

of which intercompany 79 62 19

Gross profit from operations 439 326 10

%of revenues 9.0% 13.6% 22.9% 12.3%

Depreciation amortisation provisions and writedowns 103 58 33

Profit from operations 336 268 34

%of revenues 6.9% 11.2% i.6% 2.5%

Net financial income/expenses

Non operating income/charges

Income before taxes

Income tas expense

Net result

Net result from non-current assets held for sale

Minority interests

Net profit for the year pertaining to the Group

Gross investments 70 20 157 37
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Networks Environment Other Services and Adjustments Total Group

Corporate Sector

01 01 o8 oi 0107 010108 010107 010108 010107 010108 010107 010108 01 01 07

123108 123107 123108 123107 123108 123107 123108 123107 123108 123107
Restated Restated Restated Restated Restated

522 315 778 142 218 io 711 265 5963 2771

335 146 44 78 717 265

276 166 320 70 34 29 io68 539

52.9% 52.7% 41.7% 49.3% i.6% 276% 17.9% 19.5%

135 36 20 13 13 369 179

141 93 245 37 70 49 13 699 360

27.0% 29.5% 31.5% 26.1% 32.1% 46.7% 17.7% 13.0%

140 64

13

572 421

227 52

345 369

31 76

316 292

139 69 61 12 59 20 486 158
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balance sheet items

Changes compared with December 312007

Absorption of ASM S.p.A and AMSA Holding S.p.A

As result of the merger of AMSA Holding S.p.A and ASM S.p.A with AEM S.p.A on December

242007 with effect from January 2008 the scope of consolidation has grown significantly

as it now includes the AMSA and ASM groups The income statement figures at December 31

2008 are therefore not comparable with those at December 312007

Change in the method of consolidation for investments under

joint control joint ventures

As explained in the section entitled Changes in accounting standards and accounting

policies from January 2008 A2A considered it best to change the method of consolidating

joint ventures previously used by the AEM Group

Therefore starting from January 2008 the joint ventures Transalpina di Energia S.r.l

Edipower S.p.A Ergon Energia S.r.l GESI S.r.l Metamer S.r.l Bellisolina S.r.l Bergamo Pulita

S.r.l SED S.r.l and Biotecnica are no longer consolidated on proportional basis but valued

under the equity method In line with this decision the prior year figures presented for

comparison purposes have been restated

Plurigas S.p.A

As result of the merger with ASM S.p.A from January 2008 A2A S.p.A holds 70% of

Plurigas S.p.A whereas previously AEM S.p.A held 40% of its share capital and ASM S.p.A

30% Based on the current shareholder agreements and the articles of association of Plurigas

S.p.A A2A has consolidated its balance sheet income statement and financial position on

line-by-line basis showing 30% of the result and of equity as pertaining to minority interests
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In the restated figures at December 31 2007 the 40% investment in Plurigas S.p.A has been

consolidated under the equity method

A2A Coriance S.a.s

Following the acquisition of 98.08% of A2A Coriance S.a.s on July 31 2008 A2A has

consolidated the balance sheet figures of the A2A Coriance Group at December 31 2008 on

line-by-line basis Initial accounting for the combination has so far been carried out only on

provisional basis In preparing these consolidated financial statements the company has

applied IFRS allocating to the concessions the corresponding portion of fair value setting

aside the related deferred tax The portion of fair value that cannot be allocated has been

booked to goodwill for an amount of 10 million euro and will be submitted to impairment

testing as required by IFRS

ASSETS

Non-current assets

Property plant and equipment

Millions of euro

Land

Amount at

1231 2007

Restated

Merger

effect

0101 2008

0101 2008

post-

merger

Chaneesduringtheyear

Capital
Other

Disposals Depre-
Total

capon- changes andwrite- ciation change

diture downs

34 44 78

Amuntnt

1231
on8

71

Buildings 132 i6i 293 46 12 38

Plantandmachinery 1482 1118 2600 i8o 38 18 i8 15 2111

Industrialandcommercialequipment 13

Other property plant and equipment 19 49 68 18 19 72

Landfills 14 i8

Freelytransferableassets 260 57 317 51 sn

Construction in
progress

and

advances 62 340 402 126 67

Leasehold
improvements

Leased assets
75 87 29 ii 12 90

Total 2083 1794 3877 458 19 19 292 128 4005

of which

Historical cost 2846 2342 5188 458 56 33 369

Accumulated depreciation 763 548 1311 37 32 292 223 934

Writedowns/Revaluation 18 18
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Property plant and equipment amount to 4005 million euro 2083 million euro at December

31 2007 and have increased by 128 million euro net of the merger effect as result of the

following items

an increase of 458 million euro due to capital expenditure and advances paid to suppliers

during the year

decrease of 292 million euro due to the depreciation charge for theyear

the decrease ig million euro is due for million euro to disposals during the year net of

accumulated depreciation and for i8 million euro to writedowns during theyear

the decrease of 19 million euro mainly due to consolidation reclassifications and other

changes during the year

Capital expenditure during the year concerned

works on the thermoelectric power plants for million euro of which million euro for

the construction of the thermoelectric plant at Gissi Abruzzo and million euro for

works on the thermoelectric plant at Cassano

works on the heat production plant for 27 million euro of which 14 million euro for the

Canavese Milan plant million euro for the Goltara and Monterosso Bergamo plants

as well as the Nord Brescia plant and million euro for the Famagosta Figino Bocconi

Bovisa and Santa Giulia Milan plants

works on the hydroelectric plants for 13 million euro of which million euro on the

Premadio Stazzona and Grosio plants and million euro on the hydroelectric plants at

Prevalle Brescia

the purchase of the building in Via Lamarmora Brescia A2A S.p.A.s head office and the

building in Via Codignole Brescia Aprica S.p.A.s head office for total of
39

million euro

the Electricity Networks sector for 73 million euro in particular for expansion of the

medium and low voltage power distribution networks for 17 million euro of which ii

million euro for the Milan network for the installation and refurbishment of transformer

and isolator cabins as well as works on substations for 20 million euro of which 18 million

euro for the Milan network upgrading internal systemsand installing new measurement

devices for 25 million euro of which 17 million euro for installing new electronic meters in

Milan works on transformation stations for million euro and works concerning remote

control for million euro

the Gas Networks sector for 36 million euro of which million euro for laying pipes

million euro for fitting risers and cabins as well as million euro for installing

measurement and control devices in Milan and surrounding area and million euro for

laying pipes connections machinery cabins and measurement devices in Brescia and the

surrounding area
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laying pipes connections and user substations for heat distribution for 32 million euro of

which 15 million euro for Milans heat network million euro for Brescias and million

euro for Bergamos

works on the integrated water cycle for 23 million euro of which 12 million euro relating to

pipes connections measurement devices and water treatment plants and ii million euro

for water purification plants sewer network and connections

works in connection with the Brescia waste incinerator for i8 million euro

works on AMSA plants for million euro

the purchase of vehicles road sweepers and rubbish compactors for 12 million euro of

which million euro in Milan and million euro in Brescia

the purchase of plant and equipment for the collection selection and treatment of

rubbish for million euro

the purchase of other assets for million euro of which million euro related to the

computer hardware and electronic equipment

works on Group buildings for 14 million euro

the purchase of the land adjacent to the North Receiver Station for million euro

the acquisition in July of the A2A Group Coriance for 83 million euro

and other Group capital expenditure for total of 14 million euro

Property plant and equipment include 99 million euro of leased assets booked in accordance

with lAS 17 revised the residual payable to leasing companies at December 31 2008

amounts to 73 million euro

Property plant and equipment are mainly located in Italy

Please note that freely transferable assets related to the hydroelectric production plants

during the second half of 2007 the depreciation period has been revised following sentence

no issued by the Constitutional Court on January 18 2008 their useful lives have been

reduced by 10 years as result The Company reserves the right to take any steps to protect its

investments and its interests
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Intangible assets

Millions of euro Aniount at
Merger oi 01 2008

Changes duringthe year Amoani at

1231 2007 effect poSt- 1231 onll

Restated oi 012008 merger
Additions Other Disposal Amend- Total

changes Weite- satiom change

downs

Industrial
patents

and intellectual

property rights 14 21

Concessions licences trademarks

and similar
rights 15 17

Assetsinprocessofformation

Otherintangibleassets 20 22

Goodwill
336 137 473 15 88

Total 360 t8o 4O 28 87 i6 94 634

Intangible assets at December 31 2008 amount to 634 million euro and compared with

December 31 2007 net of the merger effect they have increased by 94 million euro as

result of

an increase of 28 million euro due for 13 million euro to capital expenditure made during

the year for io million euro to the acquisition in July of the A2A Coriance Group and for

million euro to the price adjustment for the acquisition of the Ecodeco Group

decrease of million euro due for million euro to disposals during the year net of

accumulated amortisation and for million euro to writedowns

decrease of 16 million euro due to the amortisation charge for the year

an increase of 87 million euro due for 88 million euro to the change in goodwill partially

offset by other negative changes for million euro

Other intangible assets includes the value of the customer list which relates to acquisitions

of customer portfolios made by Group companies in cases where there is evidence that the

companies are able to control the future benefits deriving from these customer portfolios

These amounts are amortised over their estimated useful life

In particular these amounts are principally attributable

to the amount paid by ASMEA million euro for the customers included in the business

purchased from ENEL in 2003 relating to portion of the networks and utilities of the city

and province of Brescia

to the amount paid by Selene forthe customers of Brescia On Line S.r.l as well as that paid

to Tidonenergie in
previousyears to acquire gas customers for million euro

to the amount of the customers in the gas sector acquired irs previous years
from BAS

Omniservizi for million euro
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Goodwill

Milions of euro Aniountat Merger oioi zooS
Changes

for the
period

Amount at

12312007 effect post- 123120CR

Restated 0101 2008
merger

Additors Other Wnte- Total

changes
downs

change

Goodwill 336 137 473 15 88

Total B6 137 473 15

Goodwill at December 31 2008 consists of

Millions of euro

Enel Distribuzione business Milan

Ecodeco Group 222

A2A Calore Servizi

Total December 31 2007 restated 336

Merger effect January 2008

Enel Distribuzione business Brescia 46

Merger of BAS S.p.A with A2A S.p.A formerly ASM SpA

ASM Reti 33

Other

Total merger effect 137

Total January 2008 post-merger 473

Changes during the year

Integration of goodwill for Enel Distribuzione Milano S.p.A business 88

Integration of goodwill for Ecodeco Group

Acquisition of the A2A Coriance Group ic

Writedowns

Total changes for the year 99

Total goodwill at December31 2008 572

Goodwill is made up of the following items

consolidation of the business purchased in 2002 by AEM Elettricità S.p.A from Enel

Distribuzione S.p.A This caption shows an increase of 88 millioneuro during the period

With sentence deposited on June 2008 the Milan Court set at 88 million euro the

higher value of the business for the distribution of electricity in the Municipalities of

Milan and Rozzano sold by Enel Distribuzione S.p.A to AEM Elettricità S.p.A on October

29 2002 compared with the original price Without prejudice to the fact that this

sentence does not in itself constitute an IOU that can be collected immediately and

despite the fact that AEM Elettricità S.p.A remains convinced that its arguments are

correct and is determined to assert them in the most suitable venues when preparing

these consolidated financial statements it was decided for prudence sake to increase
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the value of the goodwill already shown in the balance sheet for this business by 88

million euro crediting the same amount to provision for risks and charges on the

liabilities side of the balance sheet The decision to increase goodwill is justified by the

fact that the higher value ascertained bythe Court in effect constitutes an integration of

the original price the risk provision on the other hand is justified by the fact that there

is uncertainty about both the amount to be paid and its timing This accounting

treatment is motivated in detail in the paragraph on ENEL/AEM Elettricità controlled

by A2A S.p.A in Other information During the
year

AEM Elettricità S.p.A sold the

Maggior Tutela business which entailed reduction in goodwill of million euro this

value which was submitted to impairment testing at December 31 2008 turned out to

be lower than million euro

consolidation following the acquisition of the Ecodeco Group which increased during

the year by million euro to update the price adjustment as laid down in the purchase

contract

consolidation deriving from the acquisition of A2A Calore Servizi S.r.I formerly

Siemens Facility Management which took place in 2002

acquisition of the A2A Coriance Group in July

The merger effect relates to the following items

acquisition of the electricity distribution business from ENEL for 46 million euro This

business acquired in previousyears relates to significant portion of the power networks

in the province of Brescia

the amount of goodwill million euro that arose on the merger of BAS S.p.A with A2A

S.p.A formerly ASM S.p.A which was written down during the year by million euro

the amount of goodwill 26 million euro that arose on the consolidation of ASM Reti

the amount of goodwill million euro booked by ASM Reti following the mergers that

took place in 2004 On this occasion ASM Reti booked goodwill for the merger deficits for

an historical cost of

million euro for the merger of Tidone Gas

million euro for the merger of Gastecnica Reggiana

million euro for the merger of Alfa Metano

million euro for the merger of Gas Orobica

other goodwill
of million euro written off during theyear

lAS 36 says that goodwill being an intangible asset with an indefinite useful life is not to be

amortised systematically but submitted to an impairment test at least once year Given that

goodwill does not generate independent cash flows nor can it be sold independently lAS 36

states that the recoverable value of goodwill
shown in the balance sheet can be estimated on

residual basis using depending on the situation either the fair value net of selling costs or
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the value in use of series of assets that make up the Cash Generating Units to which they

belong the Cash Generating Unit or groups of Cash Generating Units

The fair value net of selling costs of cash generating unit orgroups of CGUs is the amount

based on the best information available that would be obtainable from the sale of the unit in

bargained transaction between knowledgeable willing parties

The value in use of cash generating unit or groups of CGUs is the discounted present value

of estimated future cash flows expected to arise from the continuing use of the unit and from

its disposal at the end of its useful life Value in use is calculated by using the Discounted Cash

Flow method which provides for an estimate of the future cash flows discounting them at an

appropriate discount rate

Management has prepared its gross margin forecasts on the basis of reasonable and tenable

assumptions that reflect the value of the cash generating unit or groups of CGU5 in its

current conditions which also represent the best possible estimate of the economic

conditions that are likely to exist over its residual useful life The following elements were

taken into consideration in determining the value in use

future cash flows for period not exceeding five
years

estimated by management based

on the most recent forecasts that represent the best possible estimate of the economic

conditions that are likely to exist over its residual useful life

the cash flows after this time horizon estimated by assuming zero rate of growth unless

higher rate is justified though it should in any case be lower than the average long-term

rate of growth of the products industrial sectors countries and markets in which the

company operates

the terminal value in other words the cash flow deriving from disposal at the end of the

useful life of the asset estimated for prudence sake as zero or the sum of the net book

value of property plant and equipment net working capital and provisions

the discount rate is set to reflect current market valuations forthe present value of money

and specific risks related to the business The discount rate has been estimated on

consistent basis with the cash flows being considered by determining the weighted

average cost of capital WACC
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The following is summary of the goodwill attributable to the individual Cash Generating

Units which is described later on specifying for each the type of recoverable value

considered the discount rates used and the time horizon of the cash flows

csu Millions of euro Recoverable WACC
12312008 amount 2008

AEM Elettricità S.pA 197 Valore duso 8.20%

EcodecoS.r.I 228 Valoreduso 9.84%

ASM Flettricità S.p.A 50 Valore duso 8.20%

Integrated Water Cycle i6 Valore duso 5.91%

Bas power Valore duso 8.78%

ASM Reti S.p.A 38 Valore duso 6.12%

Gas Sector Valore duso 10.39%

Heat Sector 21 Valore duso 8.80%

Coriance Group 10

572

Pre-tax discount rate applied to future cash flows

See Note Purchase Price Allocation of the Coriance Group

Cash Generating UnitAEM Elettricità S.p.A

The goodwill of 197 million euro arising on acquisition of the business unit from ENEL

Distribuzione S.p.A byAEM Elettricità S.p.A on November 2002 was tested for impairment To

this end the value of the above goodwill was attributed to the cash generating unit AEM

Elettricità S.p.A.the recoverable amount of which was determined on the basis of its value in use

In the interests of full disclosure we would like to point out that when determining value in

use we took into consideration time horizon up to expiry of the concession for the

distribution of electricity in Milan and Rozzano

No impairment loss was identified as result of this test

Ecodeco Goodwill

The 228 million euro of goodwill arising on line-by-line consolidation of the investment in

Ecodeco S.r.l was tested for impairment After impairment testingthe value of this goodwill

was allocated to the CGU Ecodeco S.r.l.

The recoverable amount of the CGU Ecodeco S.r.l was determined on the basis of its value in

use including the future operating cash flows estimated by management on the basis of

recent forecasts

No impairment loss was identified as result of this test

Cash Generating Unit ASM Elettricità S.p.A

The goodwill of 46 million euro arising on the acquisition of the business unit from ENEL

Distribuzione S.p.A by A2A S.p.A formerly ASM S.p.A and subsequently transferred by A2A
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S.p.A to ASM Elettricità S.p.A has been submitted to impairment test To this end the value

of the above goodwill was attributed to the cash generating unit ASM Elettricità S.p.A the

recoverable amount of which was determined on the basis of its value in use

In the interests of full disclosure we would like to point out that when determining value in

use we took into consideration time horizon up to expiry of the concession for the

distribution of electricity of considerable portion of the distribution network in the province

of Brescia This CGU has also been allocated the goodwill relating to the public illumination

contracts with the Municipality of Bergamo for value of million euro which is part of the

goodwill that arose on the merger between Bas S.p.A and A2A S.p.A formerly ASM S.p.A.

No impairment loss was identified when tested

Cash Generating UnitASM RetiS.p.A

Thegoodwill amountingto 38 million euro resultingfrom the various acquisitions carried out

by ASM Reti S.p.A in recentyears of companies that operate as gas distributors in around 200

Italian municipalities Its activity is mainly concentrated in Lombardy and Piedmont The value

of this goodwill has been allocated to the CGU ASM Reti S.p.A the recoverable amount of

which was determined on the basis of its value in use

In the interests of full disclosure we would like to point out that when determining value in

use we took into consideration time horizon up to the early expiry date foreseen in the

current regulations governingthe concessions outstanding This CGU comprisesfor million

euro portion of goodwill deriving from the goodwill recognised after the merger between

Bas S.p.A and A2A S.p.A formerly ASM S.p.A.

No impairment loss was identified when tested

Cash Generating Unit Integrated Water Cycle

This goodwill of i6 million euro is attributable to Bas S.r.l as portion of the
goodwill

generated as result of the merger between Bas S.p.A and A2A S.p.A formerly ASM S.p.A.

The activity is mainly concentrated in the Province of Bergamo and refers to concessions for

captation and distribution of water The value of this goodwill has been attributed to the CGU

Integrated Water Cycle the recoverable amount of which was determined on the basis of its

value in use

In the interests of full disclosure we would point out that the following were taken into

consideration when determining the value in use for prudence sake the time horizon which

takes into account the early expiry date of outstanding concessions This CGU includes for 16

million euro portion of goodwill deriving from the goodwill recognised as result of the

merger between Bas S.p.A and A2A S.p.A formerly ASM S.p.A.

On impairment testing the company recognised loss in value of million euro which reduced

the goodwill from 18 million euro to 16 million euro
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Cash Generating Unit Bas Power

The goodwill attributed to the Cash Generating Unit Bas Power derives from part of the

goodwill the arose on the merger of Bas S.p.A with A2A S.p.A formerly ASM S.p.A and

amounts to million euro This Cash Generating Unit consists of Bas Power S.r.l company of

the A2A Group which operates in the Environment sector The company owns an incinerator in

Bergamo which also produces electricity The goodwill has been attributed to the same Cash

Generating Unit and its recoverable amount was determined with reference to the value in use

of that company based on time horizon of8years

No impairment loss was identified when tested

Cash Generating Unit Heat Italy sector

The goodwill arising on line-by-line consolidation of the Heat Italy sector of 21 million euro

which is split between various A2A Group companies which operate in the production

distribution and sale of district heating has been tested for impairment The value of this

goodwill was attributed to the same cash generating unit the recoverable amount of which

was determined on the basis of its value in use over time horizon of 30 years This CGU

includes for 18 million euro portion of goodwill deriving from the goodwill recognised upon

the merger between Bas S.p.A and A2A S.p.A formerly ASM S.p.A.

No impairment loss was identified as result of this test

Cash Generating Unit Gas sector

The goodwill resulting from line-by-line consolidation of the Gas sector million euro which

relates to the sector that sells
gas to end-customers both civil and industrial and to

wholesalers has been tested for impairment The value of this goodwill was attributed to the

same cash generating unit the recoverable amount of which was determined on the basis of

its value in use over an indefinite time horizon This CGU includes for million euro portion

of goodwill deriving from the goodwill recognised upon the merger between Bas S.p.A and

A2A S.p.A formerly ASM S.p.A.

No impairment loss was identified as result of this test

Purchase Price Allocation Coriance Group

On July 312008 A2A Coriance S.a.s acquired from Cofatech 100% control of the group headed

up by Coriance SA which operates in the district heating sector in France For IFRS purposes and

for preparation of the Groups consolidated financial statements the acquisition of control of

the Coriance Group by the A2A Group represents Business Combination regulated by IFRS

which lays down that all business combinations have to be accounted for according to the

Purchase Accounting Method This means that the buyer has to book all assets liabilities

including debt and contingent liabilities identifiable at the time of the purchase at fair value at

the date of acquisition at the same time identifying any goodwill on residual basis As is
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generally knowngoodwill is not systematically amortised but is subjected to impairment testing

at least once ayear to check for any losses in value

IFRS provides in particular that the following stages have to be carried out to apply the

acquisition method

identify the acquirer i.e A2A Coriance S.a.s

determine the cost of the business combination

allocate the cost of the business combination at the acquisition date in this case

conventionally considered July 31 2008 to the assets liabilities and contingent liabilities

including those not recognised prior to the acquisition

measurethegoodwillacquired as part of the business combination as assets

First of all the acquisition cost to be considered for the operation was determined as follows

Millions of euro

Price paid 45

Related transaction costs

Price adjustment for retrocession of the investment in LabrugiŁre

Total cost of the combination 45

Taking into account that the cash and cash equivalents of the Coriance Group at the

acquisition date amounted to million euro the total outflow came to 41 million euro

The total cost of the combination was then compared with 100% of the current value of the

assets and liabilities of the Coriance Group in order to determine the amount of goodwill

In particular steps were taken to value the district heating concessions held by Coriance atthe

acquisition date

The fair value of these concessions was determined by an independent expert based on the

information contained in the purchase and sale contract discountingthe cash flows expected

from the various projects up to the expiry date of the current concessions

The resulting values were allocated to property plant and equipment consisting of the

infrastructures for running the district heating service bearing in mind that it is impossible to

separate the concession from the assets needed to carry on this specific activity based on the

concession

The related tax effects were also taken into consideration by providing for the deferred tax

liabilities

The estimated useful life of these higher values and hence the duration of the related

depreciation or amortisation was established with reference to the residual duration of the

individual concessions to which they were allocated

Millions of euro

Book value of acquired assets and liabilities

Plus

Adjustment to the fair value of assets and liabilities acquired 40

Tax effect 13

Total current value of assets and liabilities of the Coriance Group 35
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Taking the above matters into account the goodwill for the acquisition of the Coriance Group

amounts to io million euro calculated as follows

Millions of euro

Total cost of the combination 45

Total current value of assets and liabilities of the Coriance Group

Goodwill 10

This goodwill is justified by the know-how and managerial capacity acquired the development

potential and the synergies expected from the acquisition

If the acquisition had taken place on January 12008 the effects on the income statement for

the year would not have been significantly different from those shown in the financial

statements

Investments and other non-current financial assets

_________________________________ ________ ________ ________ ________ ________ ________ _________

Investments in companies carried at equity show an increase of 52 million euro at December

31 2008 compared with December 31 2007 The following table shows details of these

changes

Investments valued at equity Milioni di euro Total

Amount at December 312007

Changes during the year

2501

merger effect 820

acquisitions and increases in capital

disposals

valuations at equity 47

dividends received from investments carried at equity 32

reclassifications 689

Total changes for the year 52

Amount at December 31 2008 2553

The changes for theyear concerned reclassification for 689 million euro of the investment in

Endesa Italia S.p.A now E.ON Produzione S.p.A to Non-current assets held for sale the

Millions of euro

Investments in companies valued at equity

Amount at

1231 2007

Restated

2501

Merger

effect

01 01 2008

820

01 01 2008

post-

merger

3321

Changes

during

the
year

768

Amount at

1231 2008

2453

ofwhichincluded

in NFP

12312007 12312008

Other non-current financial assets 516 20 536 15

Total 3017 840 3857 m3
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caption to which reference should be made for further details for 47 million euro the

valuations at equity of other investments and thefirst-time consolidation of the A2A Coriance

Group for million euro

Other non-current financial assets show balance of 551 million euro 516 million euro at

December 312007 of which

26 million euro 25 million euro at the end of the previous year relating to the convertible

bond loan issued by Metroweb S.p.A and wholly subscribed by A2A S.p.A in compliance

with the sale agreements for this investment the increase of million euro compared with

the end of 2007 is due to the capitalisation of interest

524 million euro 491 million euro at December 31 2007 relating to financial assets

available for sale Net of the merger effect of 20 million euro the principal changes for the

year relate to the fair value measurement of Atel Holding 17 million euro following the

acceptance of A2A of the public share exchange offer which took place on January ii

2008 partly offset by the writedown of the investments in Immobiliare Fiera di Brescia

S.p.A and Infracom S.p.A by9 million euro

million euro relating to financial receivables from associates

For the purposes of valuingthe investments in ACSM S.p.A and AGAM Monza S.p.A reference

was made to the values shown in the public documents on the share exchange ratio that has

been applied in the merger between the two companies For AGAM Monza alone that has led

to prudent writedown of the investment by around million euro

As regards the valuation of the investment in ACSM Como it should be noted that the stock

exchange value is significantly lower than its book value which at December 312008 amounts

to 23 million euro On the other hand management is of the opinion that the value expressed

by the Stock Exchange does not reflect the investments real economic value given the

following considerations

the general downturn in financial markets has heavily penalised stock exchange values in

general but in ACSMs case this does not reflect the companys effective profitability as

reflected in the
average

value of ACSMs Undiscounted Cash Flows presented in the

merger project

the strategic importance of A2As presence as shareholder of ACSM with particular

regard to the Groups business plan and the additional territorial control that this

investment it gives in Lombardy

the advantages deriving from the merger with AGAM Monza in which A2A holds 24.99%

are notyet fully visible
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Deferred tax assets

Millions of euro Amount at Merger oi oi 2008 Changes Amount at

12312007 effect post- for the year 12312008

Restated 0101 2008 merger

Deferred tax assets 197 6i 258 316

Deferred tax assets amount to 316 million euro and show an increase of 119 million euro

compared with December 31 2007

The change for theyear 58 million euro was also affected by application of Decree Law 112/08

the so-called Robin Hood Tax for 18 million euro For further details please refer to note

37 Income tax expense

Other non-current assets

Millions of euro Amount at Merger 0101 2008 Changes Amount at of which included

12312007 effect post- during 12312008 inNFP

Restated oi 01 2008 merger the year

12312007 1231 wo8

Non-current derivatives
25 26 14 25 40

Other non-current assetsi 12 14

Total other non-current assets 27 13 40 17 57 25 40

Other non-current assets amount to million euro 27 million euro at December 31 2007

and are made up of

40 million euro for non-current hedging derivatives principally contracts stipulated in

connection with committed lines of credit and Interest Rate Swap IRS contracts hedging

the risk of an increase in the interest rates on long-term bond loans This caption is up by

15 million euro compared with December 312007 mainly as result of its measurement at

fair value for the year

17 million euro for other non-current assets principally consisting of costs already

incurred but pertaining to future years

Current assets

Inventories

Millions of euro Amount at Merger oi 01 2008 changes Amount at

1231 2007 effect post- during 1231 2003

Restated oi 01 2008 merger the year

Inventories 24 151 175 49 224
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Inventories at December31 2008 amount to 224 million euro 24 million euro at December31

2007 and show positive variance of 200 million euro of which

27 million euro relating to materials mainly for the maintenance and running of plants At

December 31 2008 this caption amounts to 38 million euro ii million euro at December

312007

171 million euro of fuel At December 312008 this caption amounts to 184 million euro 13

million euro at December 312007

million euro relating to other inventories zero balance at December 312007

The increase for the post-merger period amounting to 49 million euro is mainly caused by

the increase in fuel inventories at Plurigas S.p.A in particular

Trade receivables

Mi/lions of euro Amount at Merge oi oi 2008 changes Amount at

1231 2007 effect post- during ii2008

Restated oi 01 2008 merger the year

Trade receivables 923 853 1776 22

Provision for bad and doubtful

accounts 21 16 18 tt

Total trade receivables 902 837 1739 40 1699

At December 31 2008 trade receivables amount to 1699 million euro 902 million euro at

December 312007 rise of 797 million euro of which

697 million euro due to an increase in trade receivables from customers This caption

shows balance of 1536 million euro at December 312008 839 million euro at December

312007

94 million euro due to an increase in receivables from related parties The increase for the

period relates for 112 million euro to the growth in receivables from the Municipalities of

Milan and Brescia for million euro to the rise in receivables from associates and to the

decrease of 26 million euro in receivables from other related parties This caption shows

balance of 157 million euro at December 312008 63 million euro at December 312007

an amount of million euro relates to contract work in progress

The change for theyear net of the merger effect shows decrease of 40 million euro thanks

to tight credit control despite the unfavourable financial context and the expansion of

commercial activities
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This caption amounts to 293 million euro 178

increase of iimillion euro of which

21 million euro for current derivatives relating principally to commodity derivatives taken

out by A2A Trading S.r.L

94 million euro relating to other current assets of which 91 million euro for receivables

and million euro for assets pertaining to future periods

Other current assets mainly relate to receivables from the Electricity Equalisation Fund as

well as amounts due from the tax authorities for VAT

Current financial assets

million euro at December 31 2007 with an

This caption shows balance of 34 million euro at December 31 2008 zero balance at

December 31 2007 and relates
principally to the current account with the Municipality of

Milan which at December 31 2007 showed negative balance

rn Current tax assets

Amount at Merger oi 012008 Changes

1231 2007 effect post- during
Restated oi 01 2008 merger the year

19 28 47 4s

Millions of euro

Current derivatives

Amountat

1231 2007

Restated

13

Merger

effect

01 012008

01 01 2008

post-

merger

20

Changes

during

the
year

14

Amount at

1231
200$

34

of which included

in NFP

12312007 12312008

Othercurrentassets 165 98 263

Total other current assets 178 105 283 10 293

Millions of euro

Other financial assets

Amount at

12312007

Restated

Merger

effect

0101 2008

01 01 2008

post-

merger

Amount at

1231 2008

Changes

during

the
year

of which included

in NFP

12312007 12312008

Financial assets duefrom related

parties 29 33 33

Total 30 34 34

Millions of euro

Current tax assets

Amount at

1231 2008

At December 312008 this caption amounts to million euro 19 million euro at December 31

2007 with negative variance of 17 million euro
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ii Cash and cash equivalents

Millions of euro Amount at Merger oi 012008 Changes Amount at of which included

1231 2007 effect post- during 12312008 inNFP

Restated oi 012008 merger the
year

12312007 12312008

Cash and cash equivalents 32 155 187 ioo 87 32 87

Liquid funds at December 312008 amount to 87 million euro 32 million euro at December31

2007 with an increase of amounting to 55 million euro of caption bank and postal deposits

Bank deposits include interest accrued but not yet credited at the year-end

The negative change during the post-merger period ioo million euro reflects use of the

liquidity needed to repay short-term borrowings and to finance the Groups operations

12 Non-current assets held for sale

Millions of euro Amount at Merger oi 01 aoo8 Changes Amount at of which included

12312007 effect post- during 1231200B inNFP

Restated 01 012008 merger the year

12312007 12312008

Non-current assets held for sale 688 692

At December 312008 this caption shows balance of 692 million euro and refers to

the reclassification to this caption of the investment in Endesa Italia S.p.A now E.ON

Produzione S.p.A 689 million euro During 2007 as result of the favourable outcome of

the takeover bid launched by Acciona and ENEL for Endesa S.A ASM S.p.A now A2A

S.p.A initiated contacts with Acciona S.A Enel S.p.A E.ON AG Endesa S.A and Endesa

Europe SL with view to identifying possible solutions for its 20% investment in Endesa

Italia S.p.A now E.ON Produzione S.p.A also in light of the shareholder agreement

signed by the latters shareholders on September 142001 Following the creation of A2A

on January 2008 the Group also reached definitive clarification regarding its

investment in Endesa Italia now E.ON Produzione S.p.A the final decision being to pull

out of this joint project in exchange for the assignment of certain specific production

assets This approach was subsequently ratified by A2As Board of Management when on

March 262008 it formally approved the Groups new business plan which already reflects

the impact of pursuingthis new strategy On July 182008 the company exercised its right

to select certain power plants owned by E.ON Produzione S.p.A formerly Endesa ltalia

S.p.A thereby initiating the spin-off of this company as envisaged in the agreement

signed on June 16 2008 by A2A S.p.A Acciona S.A Enel S.p.A E.ON AG Endesa S.A

Endesa Europe S.L and Endesa ltalia S.p.A. In accordance with this agreement the spin

off procedure provides for the setting up of new corporate vehicle to which the chosen
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power generation assets will be transferred together with the related liabilities that are

allocated to them A2A will hold ioo% of this companys share capital in exchange for its

20% stake in E.ON Produzione Given that this exchange of assets involved genuine

disposal as it implied radical change in ownership and in the cash flow profile expected

from the investment in accordance with IFRS the investment in Endesa Italia S.p.A now

E.ON Produzione S.p.A was reclassified to non-current assets held for sale from January

12008 the date that A2A was created which also coincided with the date of the decision

to dispose of this investment It is worth noting that from January 2008 this investment

is no longer valued at equity but in accordance with lAS 28 para 13a and IFRS at the

lower of cost i.e its book net equity value at December 31 2007 and fair value net of

selling costs represented by the fair value which is significantly higher than cost of the

companythat is the beneficiary of the spin-off of the power plants chosen by A2A It will be

remembered that this investment in Endesa Italia S.p.A was acquired as result of the

merger between AEM S.p.A and ASM S.p.A i.e on January 2008 This entire operation

should be concluded within the first half of 2009

for3 million euro relatingto the assets of certain businesses of the Ecodeco Group held for

sale

So
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EQUITY AND LIABILITIES

Equity

Equity which at December 31 2008 amounts to 4722 million euro 3o million euro at

December 312007 is detailed in the table below

Millions of euro Amount at Merger oi 01 2008 Changes Amount at

12312007 effect post- during ia 31
oo8

Restated oi 01 2008 merger the year

Equity pertaining to

the Group

Share capital 936 693 1629 1629

Treasury shares 64 64 ie7

Reserves 1096 927 2023 13 2O6

Netprofitfortheyearof
the Group 292 292 24 316

Total equity pertaining to

the Group 2260 1620 3880 3874

Minority interests 794 31 825 23 8.6

Total equity 3054 1651 4705 17 4722

Equity pertaining to the Group

The overall change in Group equity 1614 million euro is due for 1620 million euro to the

absorption of AMSA Holding S.p.A and ASM Brescia S.p.A by A2A S.p.A on January 2008

and for million euro to the negative change for the year made up principally by the change

in treasury shares of 43 million euro partially offset by the increase in the result for the period

of 24 million euro and by reserves of 13 million euro

Dividends of 299 million euro 0.097 euro per share were distributed during 2008

13 Share capital

At December 31 2008 the share capital amounts to 1629 million euro and consists of

3132905277 shares with unit value of 0.52 euro each The increase of 693 million euro

compared with December 312007 is attributable to

the merger of ASM Brescia S.p.A with A2A S.p.A which led to an increase in capital of 643

million euro through the issue of 1235752867 new A2A ordinary shares of par value 0.52

euro each and the simultaneous cancellation of 772345542 ASM Brescia S.p.A shares of

par value euro each according to the share exchange ratio of 1.60 A2A shares for each

ASM share
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the merger of AMSA Holding S.p.A with A2A S.p.A which led to an increase in A2As capital

of million euro through the issue of 97105010 new A2A ordinary shares of
par value

0.52 euro each and the simultaneous cancellation of 9643000 AMSA Holding S.p.A

shares of par value 5.41 euro each according to the share exchange ratio of 10.07 A2A

shares for each AMSA Holding share

14 Treasury shares

At December 31 2008 treasury shares amounted to 107 million euro 64 million euro at

December 31 2007 and relate to 47434850 treasury shares held by the company

30434850 shares at December 31 2007 The increase is due to the purchase during the

year under review of 17000000 treasury shares This item has been deducted from equity in

accordance with IFRS

15 Reserves

Millions of euro Amount at Merger oi 01 2008 changes Amount at

1231 2007 effect post- during 1231 aoo8

Restated oi 01 2008 merger the year

Other reserves 1096 927 2023 13 2036

of which

Reserve Cash Flow Hedge 29

ReserveAvailableforsale 384 384 31

Reserves amounting to 2036 million euro at December 31 2008 1096 million euro at

December 31 2007 include the merger effects 927 million euro the positive adjustments

of previous periods the consolidation adjustments relating to the figures booked in the prior

year financial statements of the Group companies and the retained earnings and accumulated

losses of certain subsidiaries It also includes the cash flow hedge reserve for the valuation at

December 31 2008 of derivatives that comply with hedge accounting requirements at the

end of the period and the reserve deriving from assets available for sale

Other reserves also include the effects of applying lAS 32 paragraph 23 to the put options

stipulated byAEM S.p.A with Società ElettricaAltoatesina SEL S.p.A SEL on Delmi shares as

well as the call/put options held by certain minority shareholders of Abruzzo Energia S.p.A As

explained in detail in the paragraph on Consolidation policies and procedures the

difference between the present value of the strike price of these put options and the book

value of the minority interests is booked as reduction in Group equity if positive or as an

increase in Group equity if negative

At December 312008 the effects of the put options on the Delmi shares led to an increase in

Group equity of 67 million euro while the put/call options on the Abruzzo Energia shares led

to loss in Group equity of million euro
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Reconciliation between the A2A S.p.A.s net result and the net result of

the Group

Millions of euro 12 31 2008

Net profit for the year of A2A S.p.A 171 86

Reconciliation between the A2A S.p.A.s equity and the equity

pertaining to the Group

Millions of euro 1231 2008

Equity of A2A S.p.A 3574 2325

At December 312008 this caption amounts to 848 million euro million euro at December

312007 and represents the portion of capital reserves and net result pertaining to minority

interests The increase 54 million euro is due to the merger effect for 31 million euro while

the changes for the year 23 million euro concerned

allocation of portion of the result for the year to minority interests of 31 million euro of

which 25 million euro related to the share pertainingto the minority shareholders of Delmi

S.p.A and million euro to the share pertaining to those of Plurigas S.p.A which from

Notes to Ne babce sheet tome

1231 2007

Restated

Intercompany dividends eliminated from the consolidated financial statements 184 1o5

Results of subsidiaries associates and
joint ventures not included in the

financial statements ofA2AS.p.A 343 263

Other consolidation adjustments 14 48

Net profit for the year pertaining to the Group 316 292

12312007

Restated

Elimination of the residual portion of the equity reserve resulting from

the intercompany profit on the transfer of businesses 516 575

Retained earnings/Accumulated losses 428 281

Intercompany dividends eliminated from the consolidated financial statements 184 io5

Results of subsidiaries associates and joint venture not included in the

financial statements 0fA2AS.p.A 343 263

Other consolidation adjustment5 229 71

Equity pertaining to the Group 3874 2260

16 Net profit for the year

It amounts to 316 million euro and includes the result of theyear under review

17 Minority interests

Millions of euro Amount at Merger oi 01 2008 changes Amount at

1231 2007 effect post- during 1231 aooS

Restated oi 01 2008 merger the year

Minority interests 794 31 825 23 848
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January 12008 is fully consolidated by the A2A Group because of the 70% interest held in

its share capital following the merger for further information reference should be made

to the paragraph on Changes in the scope of consolidation

positive adjustment of 46 million euro relating to the effects of the valuation of the put

options on the Delmi S.p.A shares

the negative adjustment amounting to 49 million euro is mainly attributable to changes

during the year in the elements making up the equity pertaining to the minority

shareholders of Delmi S.p.A and Plurigas S.p.A

negative adjustment of million euro for the valuation of the put/call options on the

shares Abruzzo Energia S.p.A as explained in greater detail in the section entitled

Consolidation policies and procedures

LIABILITIES

Non-current liabilities

18 Non-current financial liabilities

Millions of euro Amount at Merger ci ci 2008 Changes Amount at of which included

12312007 effect
post- during 12312008 1nNFP

Restated oioi aoo8 merger the year

12312007 12312008

Non-convertible bonds 499 594 1093 11 1.104 499 7704

Duetobanks 1000 414 1414 486 1900 1000 1900

Duetootherprovidersoffinance 191 199 si 148 791 748

Finance lease payables 33 33 11 44 33 44

Total 1723 1016 2739 457 3196 1723 3196

Non-current financial liabilities amount to 3196 million euro 1723 million euro at December

312007 with an increase of 1473 million euro

The change in non-convertible bonds relates to bond loans issued by the merged companies

prior to their merger namely

bond with nominal value of soo million euro issued on May 28 2004 with ten-year

duration and nominal fixed rate of 4.875% its valuation at amortised cost on January

2008 amounts to 497 million euro

loan in yen with nominal value of 98 million euro issued on August io 2006 with athirty

year duration at fixed rate of 5.405% its valuation at amortised cost on January 2008

amounts to 97 million euro

Their remeasurement at fair value and amortised cost at the year-end determined loss of ii

million euro
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Amounts due to banks show an increase duringtheyear of 486 million euro net of the merger

effect as medium/long-term committed credit lines were used instead of others classified as

current liabilities that were about to expire

Finance lease payables amounting to 44 million euro increased by ii million euro compared

with the previous year principally due to the consolidation of the Coriance Group

The negative change for the post-merger period in the amounts due to other providers of

finance for 51 million euro is principally due to reclassification of the portions falling due

within 12 months as current liabilities

19 Deferred tax liabilities

Millions of euro Amount at Merger oi 01 2008 Changes Amount at

1231 2007 effect post- during iz 31 2008

Restated oi 01 2008 merger theyear

Deferred tax liabilities 173 132 305 17 322

This item was also affected by application of Decree Lawu2/o8 the so-called Robin Hood

Tax for 29 million euro

Details of deferred tax liabilities Millions of euro Amount at Amount at

12312008 12312007
Restated

Deferred tax liabilities

Value differences in property plant and equipment ii6

Adoption of the finance lease standard lAS 17

Adoption of the financial instruments standard lAS 39 17 16

Other deferred tax liabilities 76 35

Total deferred tax liabilities 322 173

20 Employee benefits

At December 312008 this caption amounts to 264 million euro 154 million euro at December

312007 with the following changes during the year

Millionsofeuro Amountat Merger 0101 2008 Provision Utilisa- Other Amount at

12312007 effect post-
tions changes 12312008

Restated oi 01 aoo8 merger

Severance indemnities 6a 90 152 22 10 17 147

Employee benefits 92 28 120 117

Total 154 118 272 22 i8 12 264
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21 Provisions for risks charges and liabilities for landfills

Millions of euro Amount at Merger oi oi zooS Provision Utilisa- Other Amount at

12312007 effect
post- tions changes 1231

2008

Restated 0101 2008 merger

Provisions for risks charges
and liabilities for landfills 169 143 312 17 12 75 392

The balance on these provisions at December 31 2008 amounts to 392 million euro 169

million euro at December 31 2007 The provisions amounted to 17 million euro and

regarded the dispute with certain local government entities in Connection with local taxes

the dispute pending with Social Security Institutions and provisions for lawsuits outstanding

with personnel and with third parties The other changes relate to the booking of provision

for risks debiting goodwill as result of the sentence deposited on June 2008 in the

dispute with ENEL on the value of the Milan and Rozzano network as explained in the section

Other information Other changes during the year include the 21 million euro surplus

provision for landfill liabilities after discounting the existing value This amount went to

reduce Other provisions in the income statement

22 Other non-current liabilities

Millions of euro Amount at Merger 01 012008 Changes Amount at of which included

12312007 effect post- during 12312008 inNFP

Restated oi 01 2008 merger the year

12312007 12312008

Other non-current liabilities 256 20 276 212 64

Non-current derivatives 10 10

Total other non-current

liabilities 256 30 286 218 68

The principal change during the year is the reduction in the amount due to third parties in

relation to the valuation of the put options on the Delmi S.p.A shares as explained in the

section entitled Consolidation policies and procedures
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Current liabitities

23 Trade payables and other current liabilities

Millions of euro Amount at Merger oi 01 2008 Changes Amount at of which included

12312007 effect
post- during 1231 soo8 in NFP

Restated oi 01 2008 merger the
year

12312007 12312008

Advances ii

Trade payables 525 388 913 217 1130

Tradepayablestorelatedparties 102 31 133 88 45

subsidiaries

parent companies

associates 37 38 35

other related parties 93 93

Totaltradepayables 631 419 1050 136 ii86

Payables to social security

institutionS 15 23 38 34

Other current liabilities 210 305 515 122 393

Current derivatives 13 17 30 50 So

Total other current liabilities 238 345 583 76 507

Total 869 764 1633 6o 1693

Trade payables and other current liabilities amount to 1693 million euro 869 million euro at

December 31 2007 and show an increase of 824 million euro deriving for 764 million euro

from the merger effect and for 60 million euro from the opposite effect of trade payables

offset by the decrease in trade payables to related parties and other current liabilities

The reduction in other current liabilities includes the effect of exercising the call options on

the Edipower shares

24 Current financial liabilities

Millions of euro Amount at Merger oi 01 2008 Changes Amount at of which included

1231 2007 effect post- during 1231 200S in NFP

Restated 01 01 2008 merger the year

12312007 12312008

Due to banks 355 296 651 278 373 355 373

Duetootherprovidersoffinance 43 47 47 43 43

Financeleasepayables 11 11 18 29 11 29

Financial payablesto related parties 17 17 16 77

Financial payables to subsidiaries

held for sale

Total 430 300 730 281 449 430 449
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Short-term financial liabilities amount to 449 million euro 430 million euro at December 31

2007 and show decrease of 281 million euro net of the merger effect mainly due to the

reduction in amounts due to banks thanks to the use of medium/long-term loans to replace

expired short-term loans partially offset by reclassification of the current portions of lease

payables

25 Tax liabilities

Millions of euro Amount at Merger oi 012008 Changes Amount at

1231 2007 effect post- during 1231 2008

Restated oi 01 2008 merger the year

Tax liabilities ii 25 13 38

Taxes payable amount to 38 million euro it million euro at December 31 2007 and the

changes for the year net of the merger effect show an increase of 13 million euro also as

result of the introduction of Decree Law ii 2/08 the Robin Hood Tax which affects certain

Group companies including the parent company A2A S.p.A.

26 Liabilities directly associated with non-current assets held for sale

Millions of euro Amount at Merger 01 01 2008 Changes Amount at

1231 2007 effect post- during 1231 2008

Restated 0101 2008 merger the year

Liabilities directly associated

with non-current assets

held for sale

At December 31 2008 this caption shows balance of million euro and refers exclusively to

the Ecodeco Group in connection with liabilities relating to certain businesses that are held

for sale
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27Netdebt

pursuant to CONSOB Communication no DEM/6o64293 of July28 2006

The following table gives details of net financial debt

Millions of euro Notes

Bonds non-current portion 18 1104 499

Consolidated Financial Statements Year 2008

1231 2008 1231 2007

Restated

Bank loansnon-current portion 18 900 1000

Amounts due to other providers of finance non-current portion 18 4$ 191

Financeleasesnon-currentportion 18 44 33

Financial liabilities to parent entities 18

Othernon-currentliabilities 22

Total medium/long-term debt 3200 1723

Other non-current financial assets and Other non-current assets 3-5 41 26

Medium/long-term loans 41 26
Total net non-current debt 3159 1697

Bonds current portion 24

Bankloans-currentportion 24 373 355

Amounts due to other providers of finance current portion 24 43 43

Finance leases current portion 24 29 11

Financial liabilities to parent entities 24 17

Othercurrentliabilities 23

Financial payables to companies held for sale 24

Total short-term debt 449 433

Other current assets

Financial assets due from Parent Entities 30

Financial receivables in assets held for sale 12

Total short-term financial receivables ii
Cash and cash equivalents ii Sj 32

Cash and cash equivalents included in assets held for sale

Total net current debt 325 397

Net debt 3484 2094
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Changes compared with December 31 2007

Note that as result of the mergers between AEM S.p.A and AMSA Holding S.p.A and

between AEM S.p.A and ASM S.p.A which took effect from January 2008 the contents of

the income statement at December 31 2008 are not comparable with those of the same

period last year as previously it only referred to the AEM Group

Moreover due to the acquisition on July 31 2008 of 98.08% of A2A Coriance S.a.s which

holds 100% of Coriance S.a.s this interim report includes the results of the A2A Coriance

Group for the period August 2008-December 31 2008 consolidated on line-by-line basis

28 Revenues

Revenues at December 312008 amount to 6094 million euro 2814 million euro at December

31 2007 for an increase of 3280 million euro The breakdown of the more important

revenue items is as follows

Rcvenucs-MiIionsofeuro 1231 2008 1231 2007

Restated

Revenuesfromsales 333 2592

Revenues from services
631 169

Revenues from long-term contracts 10

Total revenues from sales and services 5963 2771

Other operating income 31 43

Total revenues 6094 2814

Revenues from sales and services amount to 5963 million euro 2771 million euro at

December 31 2007 and show an increase of 3192 million euro attributable to the different

corporate structure
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Other operating income amounts to 131 million euro million euro at December 31 2007

and shows an increase of 88 million euro

It includes an amount of 48 million euro concerning the specific company equalisation for

the period 2004-2007 and already collected in advance from AEM Elettricità S.p.A Specific

company equalisation is redistribution mechanism set up by the AEEG to correlate the

companys effective costs with the amounts established by revenues defined by tariff

restrictions This amount is considered non-recurring

The larger items are as follows

Millions of euro 12 31 zooS

Saleof
electricity 3268 1888

1231 2007

Restated

Distribution transport and measurement of electricity 480 144

Saleofpowertorelatedparties

Sale of ener and gas to Parent Entities

Sale of heat 145 35

Sale of gas to customers and other companies 1303 435

Distribution of gas to customers and other companies 19 15

Sale of gas to related parties

Sales of fuel

Sales of fuel to related parties

Water and utilities

Hedging income on operating derivatives 24

Hedging charges on operating derivatives 29 17

Connection contributions 30 18

Other operating income from transactions on electricity
markets

Sales of certificates and emission rights 12 24

Total revenues from sales 5333 2592

Services on behalf of customers and third
parties 357 144

Services to the Municipalities of Milan and Brescia 269 24

Services to associates

Total revenues from services 631 169

Revenues from long-term contracts 10

Total revenues from sales and services 5963 2771

Otheroperatingincome 131 43

TOTAL REVENUES 6094 2814
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29 Operating costs

The operating costs at December 31 2008 amount to 4573 million euro 2131 million euro at

December 312007 and show an increase of 2442 million euro The main items in this caption

are commented on below

Operating costs Millions of euro 1231 2008 1231 2007

Restated

Raw materials and consumables used 3764 1715

Services 574 228

Changes in inventories of fuels and materials 46
Total costs for raw materials and services 4292 1946

Other operating costs 281 185

Total operating costs 4573 2131

The costs for purchases of raw materials and services amount to 4292 million euro 1946

million euro at December 312007 and show an increase of 2346 million euro attributable to

the different corporate structure

The larger items are as follows

Costs for raw materials and services Millions of euro 1231 2008 1231 2007

Restated

Purchases of power and fuel 358 1068

Purchases of power and fuel from related parties 542

Purchasesofothertypesoffuel

Purchases of materials 69 29

Hedging income on operating derivatives 62 36
Hedging charges on operating derivatives 24 22

Other operating costs from transactions on electricity markets 161 87

Purchases of certificates and emission rights 10

Total raw materials and consumables used 3764 1715

Electricity delivering and transmission charges 228 60

Transport by related parties

Subcontracted work 6o 37

Services 273 113

Services from related parties --

Services from associates
13 13

Total services used 574 228

Changeininventoriesoffuels

Change in inventories of materials

Changes in inventories of fuels and materials 46
Total costs for raw materials and services 4292 1946

Other operating costs 281 185

Total operating costs 4573 2131

It is worth noting that during the year grants were paid to the AEM and ASM foundations for

total of 3.4 million euro
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30 Labour costs

At December 312008 labour costs net of capitalised expenses come to total of 453 million

euro 144 million euro at December 31 2007 and increase by 309 million euro The main

items in this caption are commented on below

Labour costs Millions of euro 12 31 2008 12 31 2007

Restated

Wages and salaries 28 90

Social security charges 105 32

Severance indemnities 22

Othercosts 45 15

Total labour costs 453 144

The
average

number of people working for the A2A Group at December 31 2008 was 8645

2765 at December 312007 The increase in labour cost mainly derives from the increase in

the
average

number of people working for the Group as result of the merger which took

effect from January 2008

Note that labour costs during the year reflect the charges deriving from renewal of the

national labour contracts The provision for severance indemnities includes the impact of the

welfare reform that took full effect from July 12007

Other costs principally contain the effects of updating the actuarial calculations relating to

employee benefits

31 Gross profit from operations

As result of the above movements the consolidated
gross profit from operations at

December 312008 amounts to io68 million euro 539 million euro at December 312007

32 Depreciation amortisation provisions and writedowns

Depreciation amortisation provisions and writedowns at December 312008 amount to 369

million euro 179 million euro at December 312007 and increase by 190 million euro
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The main items in this caption are commented on below

Depreciation and amortisation provisions and writedowns 1231 2008 1231 2007

Millions of euro Restated

Amortisation of intangible assets

Depreciation of property plant and equipment of which 292 144

amortisation and depreciation 238 113

depreciation of freely transferable assets 54 31

Total depreciation and amortisation 308 150

Other writedowns of non-current assetsi 22

Provisions for risks and charges 31 20

Writedown of receivables included among current assets and liquid funds 22

Other provisions 14

Total depreciation amortisation provisions and writedowns 369 179

Depreciation and amortisation amount to 308 million euro iso million euro at December 31

2007 for an increase of 158 million euro of which

148 million euro of depreciation This increase is attributable to higher depreciation on

freelytransferable assets and includes 17 million euro of the effects of the sentence no.i of

January 18 2008 of the Constitutional Court applied in the second half of 2007 which

declared that part of the regulation contained in the Budget Law 2006 which provided

for 10-year extension of hydroelectric concessions was unconstitutional The Company

reserves the right to take any steps to protect its investments and its interests

10 million euro of amortisation

Other writedowns of non-current assets amount to 22 million euro million euro at

December 312007 and for ii million euro relate to the writedown of part of the distribution

network of AEM Elettricità considered no longer usable for million euro to the writedown

of part of the goodwill following the impairment test and for million euro to the loss

followingthe sentence of the Court dated November 262008 which attributed ownership of

the Cinisello Balsamo
gas

network to the municipality

Writedowns of receivables amount to 22 million euro million euro at December 31 2007

for an increase of million euro This variance is due to the mergers mentioned previously as

well as to deterioration in certain debtor situations

Provisions for risks and charges at December 31 2008 amount to 31 million euro 20 million

euro at December 31 2007 and relate to disputes with social security entities and local

authorities as well as outstanding lawsuits with third parties and personnel other provisions

which show net benefit of 14 million euro include the release of the excess provision of

landfill liabilities zi million euro as result of discounting the existing amount and the

provision for commitments taken on by AMSA S.p.A million euro
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33 Profit from operations

The profit from operations amounts to 699 million euro 360 million euro at December 31

2007

34 Financial costs

Net financial costs amount to 140 million euro compared with net financial income of 64

million euro at December 312007 decrease of 204 million euro

The more significant details are reported below

Financiat costs Millions of euro 1231 2008 1231 2007

Restated

Financial income 23 25

Financial expenses 22.3 113

Portion of gains and losses on valuation of investments at equity 6o 152

Total financial costs 140 64

The financial income amount to 23 million euro 25 million euro at December 31 2007 and

consist of

million euro of gains on financial derivatives relate for 19 million euro to the fair value of

derivatives on the bond of 500 million euro adjusted for io million euro by the effect of

applying the fair value option as well as the derivative on the loan from Cassa Depositi

Prestiti and the gain realised on the derivatives during the year

zero balance at 31 December 31 2008 relating to dividends this caption at December 31

2007 amounted to million euro and essentially referred to dividends distributed by Atel

Aare Tessin AG für Elektrizität

14 million euro made up of interest on bank current accounts for million euro exchange

gains for million euro related to the Ecodeco Group other income booked under current

assets for million euro and other income booked under non-current assets for million

euro

Financial expenses amount to 223 million euro they increased by iio million euro compared

with December 31 2007 and consist of

for 28 million euro of charges on financial derivatives million euro at December 31

2007 relating for 17 million euro to charges on financial derivatives due to the negative

effect of the fair value and of the amount realised during the year on revolving lines of

credit and for 11 million euro to charges linked to the equity swap and flexible forwardof

Delmi S.p.A which expired in November 2008
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million euro of losses from assets held fortrading due to the writedowns of lmmobiliare

Fiera Brescia S.p.A and Infracom S.p.A

for 186 million euro of losses from financial assets 109 million euro at December31 2007

54 million euro relates to interest on bond loans issued by the Group 24 million euro at

December 31 2007 87 million euro current account bank charges si million euro at

December 312007 million euro to interest on finance leases the same as at December

31 2007 million euro for decommissioning charges zero balance at December 31

2007 37 million euro of miscellaneous charges 29 million euro at December 31 2007

and million euro of realised exchange losses

The increase in net financial expenses was caused mainly by the increase in
average net debt

which rose by around 1600 million euro compared with the previousyear due to the mergers

and marginally to the rise in interest rates

At December 31 2007 million euro of interest expense was booked in connection with the

recovery
of taxes for the

years 1996-1999 For further information please read the section

entitled EC infringement procedure

The portion of gains and losses on valuation of investments at equity amounts to 60 million

euro 152 million euro at December 312007 decreasing by 92 million euro mainly due to the

lower result made by Transalpina di Energia S.r.l Moreover at December 31 2007 the 40%

interest in Plurigas S.p.A was valued at equity As result of the merger from January 2008

it is now fully consolidated

reminder that this caption includes the valuations at equity of the investments in the

Groups associates the main ones being in Edipower S.p.A Transalpina di Energia S.r.l Ergon

Energia S.r.l ACSM S.p.A Trentino Servizi S.p.A AGAM S.p.A and Metroweb S.p.A.

35 Other non-operating income

This caption has balance at December 312008 of million euro zero at December31 2007

and refers to the penalties due to AMSA S.p.A wholly owned by A2A S.p.A as part of the

dispute with Alstom Power S.p.A For further details see the paragraph entitled Alstom

Power S.p.A./AMSA S.p.A in Other information

Note that this item refers to non-recurring income not directly relating to the Groups

industrial or financial operations
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36 Other non-operating costs

At December 31 2008 this caption shows zero balance It amounted to million euro at

December 312007 and referred to the recovery of taxes for the years from 1996 to 1999 For

further information please read the section entitled EC infringement procedure

Note that this item refers to non-recurring costs not directly relating to the Groups industrial

or financial operations

37 Income tax expense

Income tax expense Millions of euro 1231 2008 1231 2007
Restated

Current taxes 26 97

Deferred tax assets 21 39

Deferred tax liabilities nt

Total income tax expense 227 52

Taxes for the year are calculated as follows based on current accounting principles and

consolidation policies

Current taxes IRES and IR.AP 261 million euro

Deferred tax assets of 21 million euro

Deferred tax liabilities show negative amount of 13 million euro

Note that income taxes have been calculated taking into account the effect of the new rules

introduced by Law 244/07 applicable from January 2008 as well as the recent Decree Law

112 of June 25 2008 the so-called Summer 2008 Manoeuvre which brought in 5.5%

surtax for companies operating in the production and sale of
gas

and electricity The

provisions of Law 244/07 mainly concern the reduction of nominal tax rates for IRES and IRAP

from 33% to 27.5% and from 4.25% to 3.90% respectively which have had positive impact

on the bottom line partly offset by other measures that widened the tax base such as

limitations on the deductibility of interest expenses and the elimination of the tax

consolidation adjustment for dividends

The subsequent provisions introduced by Decree Law 112/08 which concerned certain Group

companies includingthe parent companyA2A S.p.A involved current IRES surcharge of 23

million euro and simultaneous increase in deferred tax assets and liabilities of 18 and 29

million euro respectively
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The following table shows the breakdown of deferred tax assets and liabilities

Ayvisofdnferredtax Consolidated
Merger

Provisions Utlilsations A4stment lAS9at Other Cuesolidatud

ond liabilities financial effect Rates Equity change Iinuriciol

Millions euro statements reclassl Otatemerlu

12312007 OffSets 2312000

Restated

Deferred tax liabilities

Value differences in property

plantandequipment 116 71 12 to 22

Adoption of lAS 17

Adoption of lAS 39

-of which with effects on

theincomestatement

-ofwhichwitheffectson

equity 13 ta

Other deferred tao liabilities 36 6i 13 37

Total deferred tax liabilities 173 132 42 38 30 ii 28 322

Deferred tax assets

Taxed risk provisions 59 10 19

Depreciationamortisation

and writedowns of

non-currentassets 64 15 it

Adoption of AS
39

-of which with effects on

theincome statement

of which with effects on

equity 10 27

Otherdeferredtaoassets 64 43 44 27

Total deferred tax assets 197 6i 78 41 iS 27 24 316

38 Net result of non-current assets held for sale

At December 31 2008 this caption was positive for million euro and relates to the gain

realised on the sale of the CMT Ambiente business by the Ecodeco Group at December 31

2007 this caption was negative for million euro and included the net results of non-current

assets held for sale by the Ecodeco Group

39 Net profit for the year pertaining to the group

The Group net profit net of minority interests of 31 million euro 76 million euro at December

312007 amounts to 316 million euro 292 million euro at December 312007
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40 Earnings per share

01 01 zoo8 01 01 2007

12312008 12312007

Earnings per share in euro

basic 0.e23 0.1638

basicfromoperatingactivities 0.1027 0.1644

diluted 0628

diluted from operating activities 0.10 0.1634

Weighted average number of shares in circulation for the calculation

of earnings loss per share

basic oS75196o7 1776719139

diluted o87c196o7 1776719139
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41 Notes on related party transactions

The definition of related parties is indicated in the international accounting standard on the

disclosures to be made in financial statements on related
party transactions lAS 24 adopted

in accordance with the procedure mentioned in article of the EC Regulation no.1606/2002

and therefore in the case of A2A S.p.A they are

Relations with the Parent Entities and their subsidiaries

Note that prior to the merger of AMSA Holding S.p.A and ASM Brescia S.p.A with A2A S.p.A

on January 12008

A2A S.p.A formerlyAEM was held 42.267% bythe Municipality of Milan with 760816004

shares of which 42.264% were held directly 760768604 shares and 0.003% 47400

shares indirectly through Metropolitana Milanese S.p.A. However because of certain

clauses in the articles of association the Municipality of Milan had the power to appoint

majority of the directors and to nominate the Chairman of the Board of Directors in other

words it had control of A2A S.p.A formerly AEM
AMSA Holding S.p.A was wholly owned by the Municipality of Milan

ASM Brescia S.p.A was held 69.2% by the Municipality of Brescia

On October 2007 the two Municipalities stipulated shareholder agreement to regulate

the ownership structure and governance of A2A giving rise to joint control by the

Municipalities over the company by means of dualistic system of administration and

control

So whatever the legal structure adopted the operation results in joint venture under the joint

control of the Municipality of Brescia and the Municipality of Milan which hold 27.5% each

Dealings between companies of the A2A Group and the Municipalities of Milan and Brescia are

of commercial nature involving the supply of electricity gas heat and management of the

public illumination and traffic light systems as well as local police controls over the

00
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application of urban hygiene rules and lease instalments for the areas and buildings used for

the Groups operating activities

Similarly the companies of the A2A Group have commercial dealings with the companies

controlled by the Municipalities of Milan and Brescia such as SEA S.p.A Metropolitana

Milanese S.p.A SOGEMI S.p.A ATM S.p.A Brescia Mobilità S.p.A Brescia Trasporti S.p.A

Centrale del Latte di Brescia S.p.A and Sintesi S.p.A providing them with electricity gas heat

sewer management and water purification services at market rates for the supply conditions

in question They also provide them with other services on request We would emphasise that

these companies are not considered related parties in the summary schedules prepared

according to CONSOB Resolution no.15519 of July 272006

Dealings between the Municipalities of Milan and Brescia and the A2A Group relate to public

illumination and traffic light services and the management and distribution of electricity gas

and heat as well as sewer management and water depuration which are governed by special

agreements and specific contracts

There are also dealings of financial nature between A2A S.p.A and the Municipality of Milan

which are regulated by means of an interest-bearing current account through which reciprocal

payments are made this current account is subject to normal market interest rates

As regards dealings between A2A S.p.A and the other businesses controlled by the

Municipality of Milan it should be remembered that A2A S.p.A has 49% stake in Malpensa

Energia S.r.l which is controlled by SEA S.p.A as well as 27% of Zincar S.r.l which is

controlled directly bythe Municipality of Milan All transactions with entities controlled by the

Municipalities of Milan and Brescia which involve supplying electricity are handled at normal

market conditions

Dealings with subsidiaries and associates

A2A S.p.A provides centralised treasury services for all of its subsidiaries

Intercompany transactions are regulated through current accounts between the parent

company and the subsidiaries intercompany balances bear interest at the 3-month Euribor

rate increased for the creditor positions of A2A S.p.A or reduced for the debtor positions by

margin in line with what is applied by the financial market

In 2008 A2A S.p.A and its subsidiaries again filed their VAT return on Group basis

Note that for IRES purposes A2A S.p.A files for tax on consolidated basis together with its

main subsidiaries in accordance with articles 117-129 of DPR 917/86 To this end contract has

been stipulated with each of the subsidiaries involved in the Group tax return to regulate the

tax benefits and burdens transferred with specific reference to current items
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The parent company A2A S.p.A provides the subsidiaries and associates with administrative

tax legal managerial and technical services so as to optimise the resources available within

the company and to make the best use of existing know-how in the most economical way

possible These services are governed by specific service contracts that are stipulated

annually The parent company A2A S.p.A also makes available office
space and operating areas

at its own premises to subsidiaries and the associates as well as services relating to their use

These are provided at market conditions

A2A S.p.A provides power generation service to A2A Trading S.r.l in exchange for monthly

fee that depends on the effective availability of the thermoelectric and hydroelectric plants

A2A S.p.A purchases an insignificant quantity of rights needed for hydroelectric production

from the associate Società Servizi Valdisotto S.p.A under contractual agreement

IT services are provided by the subsidiaries Selene S.p.A BAS.Com S.p.A Itradeplace S.p.A

and by the associate e-Utile S.p.A.

As regards the consolidation under the equity method of the Transalpina di Energia Group

which is jointly controlled through Delmi S.p.A note that the parent company A2A S.p.A

does not have any direct dealings with companies of the Transalpina di Energia Group

Intercompany transactions and balances are summarised in the following tables in

accordance with Consob Resolution no.15519 of July 272006

Total Of which with related parties

________ ________
1231 2008

parties companies company caption

TOTAL ASSETS of which 11147 169 24.6%

Balance sheet -Millions of euro

Subsidiary

companies

Related Associated Parent %ofTotal

related

parties

27442575

Non-currentassets 81i6 2554 2554 31.5%

Investments 2553 2553 2553 ioo.o%

Other non-current financial

assets 0.2%

Current assets 2339 21 169 190 8.1%

Trade receivables 1699 18 139 157 9.2%

Current financial assets 34 30 33 97.1%

Non-current assets held

for sale 692 689 689 99.6%

TOTAL LIABILITIES of which 6422 35 11 49 0.8%

Current liabilities 2180 35 11 49 2.2%

Trade payables 1186 35 10 45 3.8%

Current financial liabilities 449 0.8%

Dealings with the Municipalities of Milan and Brescia
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Income statement Millions of euro Total Of which with related parties
__________

200$

Subsidiary Related Parent Total of

companies parties company related caption

parties

REVENUES 6094 270 276 4.5%

Revenues from sales and services 5963 270 275 4.6%

Otheroperatingincome
0.8%

OPERATING COSTS 4573 13 15 0.3%

Costsforrawmaterialsandservices 4292 13 13 0.3%

Other operating costs 281 0.7%

Financial expenses 2.7%

Financial income 23

Gains and losses on valuation

of investments at equity 6a 6o 60 100.0%

Dealings with the Municipalities
of Milan and Brescia

The financial statements are shown in section 0.2 of this report pursuant to Consob

Resolution no.15519 of July 272006
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no DEM/6o64293 of July 28

2006

42 CONSOB communication no DEM/6o64293 of July 28 2006

The significant non-recurring transactions are reported below

the absorption of ASM S.p.A and AMSA Holding S.p.A by A2A S.p.A the effects of which

or the balance sheet are illustrated below

the non-recurring transaction reflected in caption 35 of the income statement in

connection with the dispute between AMSA S.p.A and Alstom Power S.p.A which

generated non-recurring income unrelated to the Groups industrial or financial

operations of 13 million euro

the non-recurring transaction reflected in caption 28 of the income statement relating to

the specific company equalisation which generated non-recurring gain of 48 million

euro

the non-recurring transaction relating to the release of the 21 million euro excess

provision for landfill liabilities indicated in caption 32 of the income statement from

discounting
the

existing amount

the loss indicated in caption 32 of the income statement following the sentence of the

Court of Cassation on November 26 2008 which attributed ownership of the Cinisello

Balsamo gas network to the Municipality for million euro
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Millions of euro Consolidated Effect of Effect of oi 01 2008

balance sheet merger merger post-merger

12312007 AMSA ASM
Restated

ASSETS

NON-CURRENT ASSETS

Property plant and equipment 2083 229 1565 3877

Intangible assets 360 176 540

Investmentscarriedatequity 2501 820 3321

Other non-current financial assets 516 20 536

Deferredtaxassets 197 16 45 258

Othernon-currentassets 27 12 40

TOTAL NON-CURRENT ASSETS 5684 250 2638 8572

CURRENT ASSETS

Inventories 24 146 175

Trade receivables 902 141 696 1739

Othercurrentassets 178 101 283

Currentfinancialassets

Current tax assets 19 28 47

Cash and cash equivalents 32 154 187

TOTALCURRENTASSETS 1155 155 1125 2435

NON-CURRENT ASSETS HELD FOR
SALE

TOTAL ASSETS 6843 405 3763 11011

05



Consolidated Financial Statements Year 2008

ONSOB Ccnmuncon flO DEM5o649 iU 282005

Millions of euro Consolidated Effect of Effect of oi 012008

balance sheet merger merger post-merger

12312007 AMSA ASM
Restated

EQUITY AND LIABILITIES

EQUITY

Share capital 936 51 642 1629

Treasury shares 64 64

Other reserves and result 1388 29 898 2315

Equity pertaining to the Group 2260 8o 1540 3880

Minority interests 794 31 825

Total equity 3054 8o 1571 4705

LIABILITIES

NON-CURRENT LIABILITIES

Non-current financial liabilities 1723 54 962 2739

Deferred tax liabilities 173 11 121 305

Employee benefits 154 67 51 272

Provisions for risks charges and liabilities

for landfills 169 37 106 312

Other non-current liabilities 256 30 286

Total non-current liabilities 2475 169 1270 3914

CURRENT LIABILITIES

Trade payables 631 88
331 1050

Othercurrentliabilities 238 44 301 583

Current financial liabilities 430 21 279 730

Tax liabilities 11 11 25

Total current liabilities 1310 156 922 2388

TOTAL LIABILITIES 3785 325 2192 6302

LIABILITIES ASSOCIATED WITH
NON-CURRENT ASSETS HELD FOR
SALE

TOTAL EQUITY AND LIABILITIES 6843 405 3763 11011
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Guarantees and commitments

with third parties

The guarantees deposited by subcontractors and guarantees issued by credit institutions to

ensure proper execution of work amount to 367 million euro 234 million euro at December 31

2007

Guarantees and commitments with third parties

These amount to 1387 million euro 230 million euro at December 31 2007 and refer to

guarantee deposits lodged as security for commitments to third parties and to sureties given

Secured guarantees given

Note that the investment in Metroweb S.p.A and the convertible bond loan issued by

Metroweb S.p.A of the nominal value of 24 million euro and held by AEM S.p.A now A2A

S.p.A have been pledged to the banks that finance Metroweb S.p.A.

Note that the Edipower shares owned by A2A S.p.A book value 398 million euro have been

given in pledge to pool of banks for the loans granted by them

At December 312008 the Ecodeco Group has given secured guarantees to third parties for

million euro in the form of pledges on quotas of subsidiaries S.r.l.

Millions of euro

Guarantee deposits received 234

Guarantees given 230

2007

Restated

2008

76

1387
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Other commitments and risks

In the field of natural gas import contracts of Plurigas S.p.A there are take or pay clauses

which envisage an obligation for the buyer to
pay

for the quantity not withdrawn compared

with set threshold if the non-withdrawals are due to causes not foreseen in the contract

exceptforthe possibility duringthe course of the contract to recover at certain conditions the

volume already partially paid for but not withdrawn

Guarantees given from A2A S.pA in the interest of companies of the

Ecodeco Group

At December 31 2008 they amount to .6 million euro and relate principally to guarantees

given in favour of the Tax Authorities for VAT credits pertaining to 2006 and 2007

The mortgage on the Bas Power waste incineration plants has been cancelled

Group companies hold under concession third party assets worth 147 million euro
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Significant events after December31 2008

See the directors report on operations for an explanation of subsequent events

Information on treasury shares

At December 312008 A2A S.p.A held 47434850 treasury shares equal to 1.514% of the share

capital which consists of 3132905277 shares At the date of the financial statements no

treasury shares were held through subsidiaries finance companies or nominees During the

year 17000000 treasury shares were purchased directly by A2A S.p.A no treasury share was

sold during the period The par value of these shares is 0.52 euro forfurther information see

the section entitled Significant events during the period Note that part of the treasury

shares are linked to the acquisition of 90% of ASPEM S.p.A. The transactions was completed

in January 2009

Information on non-current assets held for sale and discontinued

operations IFRS

At December 31 2008 Non-current assets held for sale and Liabilities directly related to

non-current assets held for sale include figures deriving from consolidation of the Ecodeco

Group in particular the assets belonging to certain businesses held for sale and the

reclassified investment in E.ON Produzione S.p.A formerly Endesa Italia S.p.A. For further

information see balance sheet note 12
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The following is information on the key balance sheet and income statement figures for the

businesses concerned

Figures at December 31 2008

Reclassification and restatement of comparative figures

This paragraph explains the reasons and impacts of the reclassifications and

made to the comparative figures at December 312007

restatements

Restatement for change in the method of consolidation for investments under joint

control joint ventures

As explained in the section entitled Scope of consolidation to which reference should be

made for further detail as result of the change in the method of consolidation for

investments under joint control joint ventures adopted from January 2008 with

retroactive effect from December 31 2006 restatement the balance sheet and income

statement figures at December 31 2007 and have been restated to ensure consistency and

comparability

Assets and liabilities of companies hold fr sate

Millions of euro

Non-current assets

Ecodeco

Group

E.ON

Produzione

S.p.A

formerly

Endesa Italia

S.p.A

figures relate

to 20%

689

Total

689

Current assets

Total assets 68 692

Non-current liabilities

Current liabilities

Total liabilities
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Millions of euro Consolidated Effect of Consolidated Effect of Effect of ni ci 2008

balance change in balance merger merger pout-mnrger

sheet at accounting sheet at AMSA ASM

1231 2007 policy 1231 2007

Published Restated

ASSETS

Non-current assets

Propertyplantandequipment 6785 4702 2083 229 1565 3S77

Property

Intangible assets 2747 2387 360 176 540

Investments carried at equity 87 2414 2501 820

Other non-current financial assets 670 154 516 20 36

Deferredtaxassets
269 72 197 16 45 258

Other non-current assets 71 44 27 12 40

Total non-Current assets 10634 4950 5684 250 2638 8572

Current assets

Inventories 202 178 24 146

Trade receivables 1716 814 902 141 696

Other current assets 398 220 178 101 283

Current financial assets

Current tax assets
30 ii 19 28 47

Cashandcashequivalents 99 67 32 154 57

Total current assets 2452 1297 1155 155 1125 2435

Non-current assets held for sale 163 159

TOTAL ASSETS 13249 6406 6843 4S 3763 11011

ill



Equity

Share capital 936 936 51 642

Treasury shares 64 64

Other reserves and result 1388 1388 29 898 23

Equitypertainingtothecroup 2260 2260 8o 3880

Minority interests 2579 1785 794 31

Total equity 4839 1785 3054 80
1571 4705

LIABILITIES

Non-current liabilities

Non-currentfinancial liabilities 3892 2169 1723 54 962

Deferredtaxliabilities 629 456 173 11 121

Employee
benefits 198 4I 154 67 51

Provisions for risks charges
and liabilities

for landfills 640 471 169 37 106

Other non-current liabilities 257 256 30

Total non-current liabilities 5616 3141 2475 169 1270 3914

Current liabilities

Trade payables 1312 681 631 88 331

Other current liabilities
523 285 238 44 301

Current financial liabilities 856 426 430 21 279

Taxliabilities 61 5o 11 11

Total current liabilities 2752 1442 1310 156 922 2398

TOTAL LIABILITIES 8368 4583 3785 325 2192 6302

Liabilities associated with non-current

assets held for sale 42 38

TOTAL EQUITY AND LIABILITIES 13a.9 6406 6843 405 3763 11011
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Millions ofeuro

EQUITY AND LIABILITIES

Consolidated Effect of Consolidated Effect of Effect of 01 01 2008

balance
change

in balance merger merger post-merger

sheet at accounting sheet at AMSA ASM

1231 2007 policy 12312007

Published Restated



Consolidated Financial Statements Year 2008

Oter nkmatcn

Reconciliation of income statement at December 31 2007- new principles

INCOME STATEMENT Published Effect of 12312007

change in Restated

accounting

policy

REVENUES

Revenues from sale and services 7011 4240 2771

Otheroperatingincome 198 is 43

Total revenues 7209 4395

Operating costs

Cost of raw materials finished products and services 5270 3324 1946

Other operating costs 193 185

Total operating costs 5463 3332 2131

Labour costs 273 129 144

Gross profit from operations 1473 934 539

Depreciation and amortisation provisions and

writedowns 652 473 179

Profit from operations 821 461 360

Financial income 121 96 25

Financial expenses 341 228 113

Result of investments valued at equity 151 152

Total financial costs 219 283 64

Other non-operating profits
i6 i6

Other non-operating costs 16 13

Profit before tax 602 181 421

Income tax expense 63 52

Net profit loss of operating activities net of taxes 487 118 369

Net result from non-current assets held for sale

Net profit for the year 486 uS 368

Minority interests 194 ui8 76
Net profit for the year pertaining to the Group 292 292
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Risk management

The A2A Group operates in the electricity natural gas and district heating market and within

its activity it is exposed to various financial risks

commodity risk

market risk and interest rate risk

exchange rate risk not associated with commodities

liquidity risk

credit risk

equity risk

default and covenant risk

The price risk of commodities is the risk connected to the volatility of prices for
energy

commodities gas electricity fuel oil coal etc and of environmental securities EUA ETS

issue rights green certificates white certificates etc This consists of the potentially

negative effects that change in the market price of one or more commodities could have on

the companys cash flow and earnings prospects

The exchange rate risk related to commodities is the risk associated with the change in the

value of the cash flows generated by commodity contracts and by the assets in portfolio It is

caused by fluctuations in exchange rates between the foreign currencies and is an integral

part of commodity risk

Interest rate risk is the risk of incurring additional financial costs as the result of an

unfavourable change in interest rates

Exchange rate risk is the possibility of incurring losses because of an unfavourable change in

exchange rates between currencies

Credit risk is the exposure to potential losses deriving from non-performance of

commitments by trading and financial counterparties

Equity risk is the possibility of incurring losses based on an unfavourable change in the price of

shares

The risk of default and covenants concerns the possibility that financing contracts or bond

loan regulations to which Group companies are party might contain provisions that allow the

counterparties whether they are banks or bondholders to ask the debtor for immediate

reimbursement of the amounts lent if certain events take place generating liquidity risk as

consequence

14
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Commodity Risk

a.i Commodity price risk and exchange rate risk involved in commodity activities

The Group is exposed to price risk including the related exchange risk on all of the
energy

commodities that it handles namely electricity natural gas coal crude oil and refined

products and Environmental Certificates as production storage purchases and sales are all

affected byfluctuations in the prices of such energy commodities These fluctuations act both

directly and indirectly through formulas and indexing in the pricing structure

In order to stabilise cash flows and to guarantee the Groups economic and financial equilibrium

A2A has introduced an Energy Risk Policy which lays down clear guidelines for the management

and control of the above risks It also includes the recommendations of the Committee of Chief

Risk Officers Organizational Independence and Governance Working Group CCRO and of

Euroelectrics Group on Risk Management Reference was also made to the Accords of the Basel

Committee for Interbank Supervision approved in June 2004 Basel and the rules laid down by

international accountingstandards which require anyvolatility in commodity prices and financial

derivatives to have direct impact on the related income statement and balance sheet items

In the A2A Group risk assessment is centralised at the parent company under the

responsibility of the General Managers Office Corporate and Market Area which has set up

Risk Management Unit as part of the Planning Finance and Control Department Its task is to

handle and monitor market and commodity risk to elaborate and evaluate structured
energy

products to propose financial energy risk hedging strategies and to support top management

and the Risk Management Committee in defining the Groups Energy Risk Management

policies

Each year A2As Management Board lays down the A2A Groups commodity risk limits while

the Risk Management Committee supervises the situation to ensure compliance with these

limits and defines the hedging strategies designed to bring risk within the set limits

The activities that are subject to risk management include all of the positions on the physical

market for energy products both purchasing/production and sales and all of the positions in the

energy derivatives market taken by Group companies

Starting in 2008 additional operating procedures were introduced to permit more effective and

timely management of risk at the time of the commercial campaigns for the sale of electricity and

gas These procedures which foresee the Risk Management Unit sending daily prices to the

trading companies of the A2A Group make it possible on the one hand to evaluate better the

economic impact of the risks with view to correct definition of energy product prices and on

the other to identify pricing formulas that allow the Group to partially sterilise its risks All

contracts stipulated with customers are communicated on timely basis to the Risk Management

Unit which updates its evaluations of the A2A Groups risk profile and in certain circumstancesto

propose operating hedges to reduce it
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The Corporate and Market Area of the General Managers Office is systematically kept up-to-

date with regard to any changes in the Groups commodity risk by the Risk Management Unit

which maintains control over the Groups net exposure calculated centrally on the entire

portfolio of the Groups assets and contracts as well as the overall level of economic risk taken

on by that portfolio Profit at Risk PaR

a.2 Commodity derivatives measurement of fair value

Price derivatives of the Italian Power Exchange IPEX

To measure the fair value of the financial derivatives traded on unregulated markets using the

PUN Single Nationwide Price and/or zonal prices of the day-ahead market IPEX MGP as the

underlying given that the markets in which these underlyings are not sufficiently liquid internal

estimates are made using statistical model developed in-house This in-house model which is

based on best industry practice constructs hourly PUN and zonal prices on the basis of expected

variable generation costs and in particular on the expected spark spread The prices obtained

with the mark to model are then checked for consistency with the prices used by market

operators

Derivatives on pricing formulas index-linked to petroleum commodities

This evaluation is carried out on the basis of forward curves provided by the main

international financial brokers operating in the energy commodity market In the case of

unlisted commodities they are measured on the basis of the statistical relationship between

the commodity itself and the listed commodity with the nearest correlation using so-called

proxy and hedge ratios

This type of derivative is principally used to hedge the risk to which the price of gas is exposed

as the latter is generally index-linked to the price of petroleum commodities and to the

euro/dollar exchange rate There is usually good level of natural hedging between the prices of

gas being bought and sold whereas there is great deal more risk associated with gas storage

and with the production of electricity As regard storage this risk is generated by the time lag

between the injection phase which is concentrated in the spring and summer and the delivery

phase to cope with sales which is concentrated in the autumn and winter To cover this type of

risk which generates the most significant impact on the companys operating results the A2A

Group has recourse to the financial derivatives market taking out swap contracts time spread

swaps in order to eliminate this variability in
gas prices making reference to notionals

corresponding to purchases for storage and to sales withdrawn from storage as part of

hedging strategy to cover fluctuations in future cash flows cash flow hedges

Profit at Risk statistical measurement of the maximum
potential negative variation in the margin of

portfolio of assets in the

event of unfavourable movements in the market with certain time horizon and confidence interval
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Also as regards the risk connected with the purchase of gas for electricity generation there is

good level of natural hedging as the latter is sold at prices with system of index-linking that

is very similar to the one on the gas market whereas the risk becomes significant when the

energy produced with the
gas

is sold at fixed price In this case the A2A Group usually moves

quickly to hedge the price of gas

Market risk also covers any requests from customers or suppliers for particular index-linking

of prices which generate significant risk Also in this case the A2A Group takes steps to

eliminate any discrepancies between different types of index-linking mainly by stipulating

swap contracts

Derivatives on petroleum commodities and the euro/dollar exchange rate

If the commodity risk to which the A2A Groups results are exposed is above the set limits the

Group hedges the net position by using commodity-based financial instruments that are

suitable in terms of their correlation and liquidity The measurement of the fair value is carried

out on the basis of forward curves provided by the main international financial brokers

operating in the energy commodity market These types of hedges are also used to implement

hedging strategy against fluctuations in future cash flows so-called cash flow hedges but

under AS they can only be considered such if clear relationship can be identified between the

hedged position position/invoice that generated the net position and the financial

instrument

Price futures on the French Power Exchange Powernext

A2A Trading S.r.l company of the A2A Group operates on the European Power Exchange

Powernext with registered office in Paris As part of its activity A2A Trading handles

portfolio of futures that permit the delivery of
energy at the contract price and cash settlement

of the differential between the market price and the contract price Measurement of thefair

value is carried out on the basis offuture prices on the Powernext Futures Market These are not

considered hedging transactions from an accounting point of view

Futures on the price of carbon dioxide emissions EU ETS regulations

As part of its optimisation of the portfolio of greenhouse gas emission allowances see

Directive 2003/87/CE A2A Trading S.r.l operates on the ICE ECX European Climate

Exchange using futures that permit delivery of the allowances at the contract price and cash

settlement of the differential between the market price and the contract price These are not

considered hedging transactions from an accounting point of view
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Swap on Environmental Certificates CER Certified Emission Reductions EUA EU

Allowance Unit representing one tonne of C02

Again as part
of its optimisation of the portfolio of greenhouse gas emission allowances see

Directive 2003/87/CE A2A Trading S.r.l operates on the OTC Market for Environmental

Certificates with swap contracts These contracts provide for the physical exchange of EUA

certificates EU Allowance Unit representing one tonne of C02 with CER certificates

Certified Emission Reductions on payment of certain amount representing the difference

between the prices of the two commodities at the time the contract is signed The possibility

of cash settlement of the differential instead of exchanging certificates is foreseen but only if

it is impossible to physically transfer the Environmental Certificates on the specific registers

These contracts are an economic hedging tool for the A2A Group as the Emission Trading

Scheme ETS allows companies to fulfil part
of such obligations with CER certificates This

tool therefore permits the procurement of CER certificates which are more economical

compared with EUA certificates also making it possible to fix the related economic advantage

by stabilising the differential between these two types of Environmental Certificates

a.3 Energy Derivatives risk assessment

PaR is used to evaluate the impact that fluctuations in market prices of the underlying have on

the financial derivatives taken out by the A2A Group PaR stands for Profit at Risk in other

words the positive or negative change in the value of the hedging portfolio within the limits

of pre-established probability assumptions due to favourable or unfavourable shift in

market indices The PaR is calculated usingthe Montecarlo Method at least ioooo trials and

99% confidence level It simulates scenarios for each relevant price driver depending on the

volatility and correlations associated with each one using as the central level the forward

market curves at the balance sheet date if available By means of this method after having

obtained distribution of probability associated with changes in the result of outstanding

financial contracts it is possible to extrapolate the maximum loss expected over given time

horizon with set level of probability In accordance with the method described above in the

event of extreme market movements corresponding to confidence interval of 99% of

probability the maximum expected loss within the end of 2009 from commodity derivatives

outstanding at December 31 2008 is 43.77 million euro million euro at December 31

2007

Profit at Risk statistical measurement of the maximum potential negative
variation in the margin of portfolio of assets in the

event of unfavourable movements in the market with certain time horizon and confidence interval
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The following are the results of the simulation with the related maximum variances

Profit at Risk PaR
Confidence level of 99% 10.48

This means that the A2A Group expects with 99% probability not to lose more than 43.77

million euro on the fair value of its financial instruments at December 31 2008 due to

commodity price fluctuations

Market risk and interest rate risk

Interest rate risk is linked to medium and long-term loans and has different impact

depending on whether the loan is fixed or floating rate In fact if the loan is floating rate the

interest rate risk is on the cash flow if the loan is at fixed rate the interest rate risk is on the

fairvalue

The hedging policy adopted is designed to minimise any losses connected to fluctuations in

interest rates in the case of floating rate loans by transforming them into fixed rate loans or

stipulating collar contracts and to minimise the higher cost of fixed rate loans compared with

floating rate ones the so-called negative carry

At December 31 2008 the A2A Groups structure of loans from Banks and other providers of

finance is the following

Atfloatingrate 2335 1436 39% 1654 821 38%

3645 3645 ioo% 2153 2153 ioo%

Millions of euro 1231 200 12312007

worst case Best caso Worst case

35.93

Best case

Millions of euro

At fixed rate

December 31 2008 December 312007

Without With %with Without With %with

derivatives derivatives derivatives derivatives derivatives derivatives

1310 2209 499 1332 62%
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Derivatives refer to the following loans

Loan Derivatives Accounting

Bond loan A2A withanominal value Collarwithdoublecapwiththesame The fair value option has been
of 500 million euroexpiry2ol3with durationastheloan applied to the loan The collar is

afixed coupon of 4.875% 2008 the fair value is
positive

for valued at fair value with changes

19.0 million euro booked to the income statement

A2A loan with BEI expiry 2014-2016 Collar with duration up to The loan is valued at amortised cost

residual balance at December 31 December 2012 at December 31 The collar is cash flow hedge
2008 amounting to 89.3 million 2008 thefairvalue is negative for2.9 booking the effective part of the

euro at floating rate million euro hedge to specific equity reserve

A2A loan with Banca Intesa/BEI Collar with duration up to The loan is valued atamortised cost

expiry 2015-2016 residual balance at December 2009 at December 31 The collar is valued at fair value with

December 31 2008 amounting to 2008 the fair value of the hedge is changes booked to the income

25.8 million euro at
floating

rate negative for 0.03 million euro statement

A2A revolving credit lines 600 Collar with duration up to July 2012 The loan is valued at amortised cost

mu lion euro at floating rate at December 31 2008 the fair value The collar is valued at fair value with

6-month euribor of the hedge is positive for
3.7 changes booked to the income

million euro statement

AEM Elettricità loan from Cassa Collarwith double cap with the same The loan is valued at amortised cost

Depositi Prestiti expiry 2013 duration as the loan and residual The collar is measured at fair value

residual balance at December 31 balance of 142.9 million euro at with changes booked to the income

2008 of 190.6 million euro at December 31 2008 the fair value is statement

floating
rate

positive
for

0.7
million euro

AMSA loan from Medio-credito Swap at fixed rate with the same Theloanisvaluedatamortisedcost

expiry 2012 residual balance at duration asthe loan December31 The swap is cash flow hedge
December 31 2008 of 21.5 million 2008 the fair value of the hedge is booking the effective part of the

euro at floating rate negative for 0.5 million euro hedge to specific equity reserve

Retrasm leasing with Banca Intesa Collarwith duration up toJune 2011 The lease is accounted for as

expiry 2014 residual balance at at December 31 2008 the fair value finance lease The collar is cash

December 31 2008 of 6.i million of the hedge is negative for 0.2 flow hedge booking the effective

euro at floating rate million euro part of the hedge to specific equity

reserve

Ecolombardia-4 leasing
with Locat Swap at fixed rate with the same The lease is accounted for as

expiry 2013 residual balance at duration as the lease contract at financelease.Theswapisacashflow

December 31 2008 of
13.5

million December 31 2008 the fair value of hedge booking the effective part of

euro at floating rate the hedge is negative for 0.2 million the hedge to specific equity

euro reserve

Ecoenergia loan from MPS repaid in Swap at fixed rate with the same The swap is measured at fair value

advance in the second half of 2007 duration as the loan contract with changes booked to the income

original
amount of 21 million euro 3/31/2011 at December 31 2008 the statement

fair value of the hedge is positive for

0.024 million euro

structured model for interest rate risk analysis and management has recently been

developed in-house The method used for calculating exposure to this risk is based on the

Montecarlo Method which measures the impact that fluctuations in interest rates have on

prospective financial flows The method simulates at least ten thousand scenarios for each

important variable depending on the volatility and correlations associated with each of them

using forward market rate curves as prospective levels Having obtained in this way

distribution of the probability of results it is possible to extrapolate the maximum negative

variance expected worst case scenario and the maximum positive variance expected best

case scenario with confidence interval of 97.5%
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After adopting this method the after-the-event sensitivity analysis on the income

statement and balance sheet that was presented in the financial statements at December 31

2007 has been replaced by an indication of the range of variances in expected financial flows

this being the main indicator used by the Group for monitoring and managing interest rate

risk

As this is the first time that this method has been used comparative figures are not available

Hence the following are the results of the simulation with the related maximum variances

worst case and best case scenarios just for 2009

Millions of euro Year 2009

base case 117.4

Worst case Best case

Change in expected financial flows including hedging flows
Confidence level of 97.5% 11.8 8.6

sensitivity analysis is also provided of possible changes in the fair value of the derivatives by

shifting the forward rate curve by 1-50 bps and -50 bps

Mi/lions of euro 12 31 zooS 12 31 2007

base case 19.6 base case 25.1

50 bps 50 bps 5o bps 50 bps

Change in fair value of derivatives .s 1.3 1.9 1.2

of which derivatives cash flow hedge 1.4 1.3 0.2 0.2

Exchange rate risk not related to commodities

As regards the exchange rate risk on purchases and sales other than those of commodities

A2A does not consider it
necessary to take out specific hedges as the amounts involved are

quite small they are paid or collected within short period of time and any imbalance is

immediately offset by sale or purchase of foreign currency

The only case of hedging exchange rate risk that was not related to commodities is the fixed

rate bullet bond of 14 billion yen with maturity 2036 issued by ASM S.p.A in 2006

cross currency swap contract was stipulated for the entire duration of this loan which

transforms the principal and interest payments from yen into euro This derivative is

accounted for as cash flow hedge booking the effective part of the hedge to specific equity

reserve
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At December 312008 the fairvalue of the hedge is positive for 16.9 million euro This fair value

would improve by 16.1 million euro in the event of 10% decline in the euro/yen exchange rate

appreciation of theyen and would get worse by 13.2 million euro in the event of 10% rise in

the euro/yen exchange rate devaluation oftheyen

Liquidity risk

The Group is not currently exposed to short-term liquidity risk having at the balance sheet

date almost billion euro of committed credit lines that expire between 2012 and 2013 These

lines are mainly to cover temporary liquidity requirements

The followingtable analysesthe worst case forfinancial liabilities includingtrade payables in

which all of the flows shown are undiscounted future nominal cash flows determined on the

basis of residual contractual maturities for both principal and interest they also include the

undiscounted nominal flows of derivative contracts on interest rates

Loans have been included on the basis of the first expiry date when reimbursement could be

requested while revocable loans have been considered redeemable at sight

Millions of euro Year 2008 Year 2007

1-3 months 4-12 months Beyond 1-3 months 4-12 months Beyond

l2mOnths l2monthS

Bonds 1.443 24 622

Payablesandotherfinancial liabilities 175 334 2.393 245 296 2520

Total financial flows 378 3826 245 320 3142

Trade payables 253 225 38

Totaltradepayables 263 21 225 38

Credit risk

For the Group exposure to credit risk is principally linked to its growing commercial activity In

order to control this risk which is handled bythe Credit Management function which is located

centrally as part of the Administration Department for some time now credit policy has been

implemented by head office to regulate the assessment of customers credit standing monitor

expected collection flows issue suitable reminders grant extended credit terms if necessary

possibly backed by adequate guarantees and take suitable recovery measures Depending on

the customers credit worthiness the Credit Policy requires the company to ask customers to

give bank or insurance guarantees
of prime credit standing collectable on first

request and

without any chance of raising objections article 1945 of the Italian Civil Code The Credit Policy

for the whole A2A Group is currently being updated Counterparties for the management of

temporary cash surpluses and for the stipulation of financial hedging contracts using

derivatives always have high international credit standing
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The payment terms generally applied to customers provide for various due dates in line with

applicable regulations and market standards In cases of
delayed payment default interest in

charged as explicitlyforeseen in the underlying supply contracts or in current law application

of the default rate as per Decree 231/2002

Trade receivables are shown in the balance sheet net of any writedowns management is of the

opinion that the figure shown is correct representation of thefair value of total trade

receivables The following is an analysis of
gross

trade receivables and of the related provision

for bad and doubtful accounts

Mi/lions of euro 12 31 zooS 12 31 2007

Trade receivables gross fromto third parties 1754 923

Provision for bad and doubtful accounts 2i

Trade receivables 1699 902

Of which

Receivables due between to 12 months 36

Receivables due beyond 12 months 97 47

Trade receivables that are past due for more than 12 months amount to 97 million euro and

refer to 23 million euro of receivables from public entities for which there is no collection risk

and 74 million euro of receivables from private customers The provision for bad and doubtful

accounts covers approximately 74% of the exposure to private customers past due for more

than 12 months and reflects the amount that in the circumstances could prove difficult to

collect whereas the other 26% has chance of
being recovered even though it is overdue for

more than 12 months

Equity risk

At December 312008 the A2A Group is not exposed to equity risk

Note that at December 312008 A2A S.p.A holds 47434850 treasury shares which is 1.514%

of the share capital made up of 3132905277 shares

As laid down in IFRS treasury shares do not constitute an equity risk as their purchase cost is

deducted from equityand even if they are sold anygain or loss on the purchase cost does not have

any
effect on the income statement
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Default and covenant risk

The following are all of the figures for the A2A Group relatingto bank borrowings and amounts

due to other providers of finance excluding financial payables relating to derivatives

Millions of euro Book Portions Portions Portion maturing in

balance maturing maturing

12312008 within beyond
12312010 12312011 12312012 12312013 Beyond

12 months 12 months

Bonds 1104 509 595

Due to other
providers

of finance 43 148 43 42 42 21

Financeleasepayabtes 29 44 11 13 10

Financial payablesto

related
parties

Financial payables to

subsidiariesheldforsale

Bank loans 227 373 1900 95 197 468 749 391

Total 3645 449 3196 149 252 520 1284 991

In October 2003 and in May 2004 A2A S.p.A issued bond loan of nominal value oo million

euro each with 10-year maturity

A2A S.p.A.s bank debt of ioo million euro at floating rate with maturity September 2012 and 85

million euro at floating rate with maturity June 2018 has credit rating clause regarding the

Companys non-subordinated unsecured long-term debt in particular the Company has

commitment to maintain BBB rating for the ioo million euro loan while for the 85 million

euro loan it is required to maintain rating of not less than investment grade in both cases for

the entire duration of the loan

If this commitment is not met there are capital economic and financial covenants linked to its

Debt/Equity ratio Debt/Gross Profit ratio and Gross Profit/Financial Expenses ratio These

covenants are evaluated by the Company every twelve months based on the consolidated

financial statements

There is also Credit Rating clause in the EIB loan originally of ioo million euro maturity 2014-

2016 rating of less than BBB on the IEB originally of 200 million euro maturity 2023 rating

of less than BBB and on the bond loan in yen maturity 2036 and relating to the cross

currency swap with CSA put right with rating of less than BBB

A2A S.p.A has stipulated number of committed lines of credit with various financial

institutions for total of 2325 million euro which are not subject to any covenants not even

having to maintain specific level of rating
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As regards the bond loan on the loans mentioned above and the committed lines of credit

there are negative pledge clauses based on which A2A S.p.A undertakes not to set up real

guarantees on the assets of A2A S.p.A and of its direct subsidiaries over and above certain

threshold ii cross default/cross acceleration clauses which entail immediate

reimbursement of the bonds in the event of serious non-performance and iii clauses that

provide for immediate repayment in the event of declared insolvency on the part of certain

direct subsidiaries

Moreover for the committed lines of credit A2A S.p.A has undertaken not to give up control

over Delmi S.p.A and to give the financing banks the same treatment as that due to creditors

under other unsecured financing contracts par passu

Note that the A2A Group has not stipulated any loan contracts with change of control clause

except for the bridge loan up to maximum of 235 million euro drawn down at December 31

2008 by 135 million euro with maturity at the end of 2009

In addition the loan of the subsidiary AbruzzoEnergia S.p.A for maximum of 220 million

euro is secured by mortgage of up to 264 million euro

As matters stand there is no situation of default on the part of companies of the A2A Group

nor any infringement of the covenants mentioned above

Analysis of forward transactions and derivatives

As regards their classification in the financial statements these transactions meet the

compliance requirements as per lAS 39 for the application of hedge accounting In particular

Transactions considered hedges for the purposes of lAS can be split into transactions

to hedge future cash flows and transactions to hedge assets or liabilities fair value

hedges For transactions involving cash flow hedges the accrued result is included in

gross profit from operations when realised for commodity derivatives and in financial

costs for interest rate and exchange rate derivatives whereas the prospective value is

shown in equity

Transactions not considered hedges for the purposes of lAS can be split between

Margin hedges for all hedging transactions that meet the requirements of compliance

with the internal risk policy and procedures the accrued result and prospective value

are included in gross profit from operations for commodity derivatives and in financial

costs for interest rate and exchange rate derivatives
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Trading transactions for all trading transactions on commodities the accrued result

and prospective value are included in
gross profit from operations for transaction on

interest rates and exchange rates in Financial income and charges

The fair value of the cash flow hedges has been classified on the basis of the underlying

derivative contracts as per lAS 39 The heading Electricity in the tables that follow includes the

contracts that hedge the cost of generation and sale of electricity stipulated with banking

counterparties which have notional expressed in MWh and two-way differential contracts

to hedge the purchase and sale price on the IPEX stipulated with qualified market operators

The use of financial derivatives is regulated by the A2A Groups Energy Risk Policy and is

designed to limit the risk of the Group being exposed to fluctuations in the market prices of

the raw materials that it needs based on cash flow management strategy involving cash flow

hedges

The derivatives used at December 31 2008 are measured at fair value based on the forward

market curve at the balance sheet date if the underlying of the derivative is traded on markets

that have forward pricing structure

Their valuation at fair value in the absence of forward market curve has been estimated

internally using models based on industry best practice

Given that the IDEX was opened recently and is therefore still not particularly liquid to

measure the fair value of the derivatives relating to the Italian power market internal

estimates were made using models that simulate the forward PUN curve based on industry

best practice
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Instruments outstanding at December 31 2008

On interest and exchange rates

lobe

received

Tobe

paid

Tobe

received

Millions of euro Notional value maturity Notional value maturity Notional Value ProgTessive

withiniyear betweenzto5years value inthe impacton

maturity balance the income

beyond sheet statement

years at 1231 2008

Interest rate risk

management

To be

paid

cash flow hedges as per lAS 39 23 63

not considered hedges as

perlAS39 39 1216 23 23

Total derivatives on interest

rates 6i 1279 19 23

Exchange rate risk

management

considered hedges as

perlAS39

on commercial transactions

onfinancialtransactions 98 17

not considered hedges as

perIAS39

on commercial transactions

on financial transactions

Total exchange rate

derivatives 98 17

This represents the sum of the notional value of the elementary contracts that derive from any dismantling of complex contracts

This representsthe net receivable .s or payable booked to the balance sheet
followingthe measurement of derivatives at fairvalue

This represents the adjustment of derivatives to fair value booked overtime to the income statement from stipulation of the contract to the present

day
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On commodities

The following is an analysis of the commodity derivative contracts outstanding at the balance

sheet date for the purpose of managing the risk of fluctuations in the market prices of certain

raw materials

Unit of Notional Notional Notional Book Effect

measur- value with value with value with value over time on

ement maturity maturity maturity millions the income

of the within one within two beyond two of euro statement at

notional year years years 2.31.2oo8

value

millions

of euro

Energy product price risk

management

cash flowhedgesasperlAS39

including

Electricity TWh 1.50 22

Oil bbl

Other commodities Million

tonnes

Natural
gas

Million of 1121.00 46
cubic metres

Exchange rate Million

of dollars

fair value hedges as per lAS39

not considered hedges as

per LAS 39 including

C.i margin hedges

Electricity TWh

Oil bbl

Other commodities Million

tonnes

Naturalgas Millionsof

cubic metres

Emission rights CO2 Tonnes 3580000.00

Exchange rate Millions

of dollars

C.z
trading

transactions

Electricity TWh 090 17 17

EmissionrightsCO2 Tonnes 182000.00

This represents the net receivable or payable booked to the balance sheet followingthe measurement of derivatives at fair

value

This representsthe adjustment of derivatives to fair value booked overtime to the income statement from
stipulation of the con

tract to the
present day
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Balance sheet and income statement effects of activity in derivatives

at December 31 2008

The following table shows the balance sheet figures for the management of derivatives at

December 312008

Effects on the balance sheet

Millions of euro

ASSETS

Current assets

TOTAL ASSETS

LIABILITIES

Non-current liabilities

Other non-current liabilities Derivatives 22

Current liabilities 80

Trade payables and other current liabilities Derivatives 23 8o

TOTAL LIABILITIES 84

Notes

Non-current assets 40

Other non-current assets Derivatives 40

Other current assets Derivatives

34

34

74
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Effects on the income statement

The following table includes an analysis of the economic results at December 312008 relating

to the management of derivatives

Millionsofeuro Notes Realised change in Amounts booked

during
the

year
fair value

during
to the income

the
year statement

REVENUES

Revenues from sales 26

Energy product price risk management and commodity

exchange risk management

considered
hedges as per

lAS
39 26 26

not considered hedges as per
AS 39 22 22

Total revenues from sales 26 22

OPERATING COSTS

Costs for raw materials and services

Energy product price
risk management and commodity

exchange risk management

considered hedges as
per

lAS 39 35 35

not considered hedges as per lAS 39

Total costs for raw materials and services 37 37

Total booked to
gross profit from operations ii 22 33

Financial costs 34

Financial income

Interest rate risk management and
equity

risk

management

Gains on derivatives

considered
hedges as per 1AS39

not considered
hedges as per

lAS
39

Total

Total financial income

Financial expenses

Interest rate risk management and equity risk

management

Charges on derivatives

considered
hedges as per lAS 39

not considered hedges as per lAS 39 io 18 28

Total io 18 28

Total financial expenses 10 18 28

TOTAL BOOKED TO FINANCIAL COSTS io is

This includes the fair value of the bond loan of AEM
S.p.A.
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Classes of financial instruments

To complete the analyses required by IFRS the following table shows the various types of

financial instruments that are present in the various balance sheet items with an indication of

the
accounting policies used and in the case of financial instruments measured at fair value

an indication of where changes are posted through profit loss or in equity

The last column of the table shows the fair value of the instrument at December 31 2008

where applicable

Millions of euro
Accoarigpnlkbntusaltonrefinancialiootntsinthefiwothlstateoionts

Notot odalinstruments Financ htvestmentn Book Fairoalueat

mesaredatfairvalue instramenta Securities vabjeat Ia3l200$

wthdiaogesboolcedta valuedat csnvertible 1531 soot

asisortised into enlisted

Income Eiity

statement

abed at cost

ASSETS

Other non-current financial assets

Investments/Securities convertible into

investments available for sale of which

-unlisted

44 44 s.d

-listed
506 506 506

Financial assets held to maturity

Othernon-currentfinancialassets

Total other non-current financial assets
551

Other non-current assets 17 17 57 57

Trade receivables
1699 1699 1699

Other current assets 12 259 293 293

Currentfinancial assets
34 34 34

Cash and cash equivalents 87 87 87

LIABILITIES

Financial liabilities

Non-current bonds
509 595 1104 1104

Othernon-currentandcurrentfinancialliabilities Sand 2541 2541 2541

Other non-current liabilities 22 64 68 68

Trade payables 23 1186 1186 1186

Other current liabilities 8o 427 507 507

Fair value has not been calculated for receivables and
payables

not related to derivative contracts and loans as the corresponding

book value comes close to it

Financial assets and liabilities at fair valuethrough profit and loss are measured at fair value with anychanges being booked to the

income statement

Hedging derivatives Cash Flow Hedge

Financial assets available for sale measured at fair value with gains/losses booked to equity

Loans receivables financial liabilities valued at amortised cost

Financial assets available for sale made up of unlisted investments the fair value of which is not
reliably

measurable are carried at

Cost written down if necessary for losses
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Concessions

The following table shows the main concessions obtained by the A2A Group

Number

Hydroelectric concessions io

District heating concessions

Electricity distribution concessions 47

Gas distribution concessions 206

Solid urban waste concessions SUW 86

Water service management concessions 114

Urban illumination and traffic lights management agreements 14

Agreements can relate to the disposal and treatment of SUW the construction and running of landfills landfill management and

safety or waste valorisation

Concessions may concern the sale and distribution of drinking water or water purification and sewage services

Update of the groups main legal and tax disputes still pending

EC infringement procedure

On June 52002 the European Commission published decision declaringthat the three-year

exemption from income tax under article 3.70 of Law 549/95 and article 66.14 of D.L 331/1993

converted into Law 427/93 and the advantages deriving from the loans granted under article

9-bis of D.L 318/1986 converted into Law 488/96 granted to joint-stock companies with

public-sector majority set up under Law 142/90 was incompatible with EC law as it was

considered State aid which is banned by article 87.1 of the EC Treaty

On the other hand the Commission did not considerthe tax exemption on the transfers under

article 3.69 of Law 549/95 as State aid

This decision was notified on June 2002 to the Italian State which impugned it before the

Court of Justice Subsequently by order of the Court of Justice dated June 82004 the case

was transferred to the Court of First Instance with reference number T-222/o4 following the

enlargement of that courts functions based on the Treaty of Nice

In July 2002 the decision was subsequently communicated by the Commission to the

companies which impugned it before the Court of First Instance of the European Community

on September 30 2002 pursuant to article 230.4 of the EC Treaty Other public-sector

companies and Confservizi are also considering impugning this decision

The Italian State did not ask the Court of Justice to suspend execution of the Commissions

June 2002 Decision so as not to prejudice the resolution of merit in the event of refusal In
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fact it is rare for the Court to concede stay of execution above all in matters regarding

State aid

The decision is therefore fully effective and binding on the Italian State which is obliged to

recover the aid granted

On the invitation of the Commission the Italian State has activated recovery procedure

preparing questionnaire to carry out survey of joint-stock companies with public-sector

majority that have benefited from this kind of tax exemption or from loans granted by the

Cassa Depositi Prestiti during the years under consideration

The Italian States
recovery

initiatives continued with the predisposition of an amendment to

the EC law which was approved by the Senate on April 132005 article 27 Law 62 of April 18

2005 The measure envisages detailed recovery procedures based on ordinary tax rules to

adjust any recovery to the effective existence of recoverable aid considering the specific

circumstances of each position and bearing in mind
any outstanding disputes with the tax

authorities In particular this measure envisages certain declarations on the part of the tax

payer and presumes certain official acts specifyingthe application methods and guidelines for

correct evaluation of cases of non-application The guidelines were then amended to make

them more precise by article 1.133 of Law 266 of March 232006 Budget Law 2006

Subsequently following Italys condemnation by the Court of Justice for the delay in

recovering the aid Sentence June 2006 lawsuit 207/05 with Decree io of February

15 2007 converted into Law 46 of April 2007 further amendments were made to the

existing recovery procedures However these amendments did not entail new obligations for

the companies as the
recovery

has been carried out on the basis of the declarations already

presented under the previous regulations having regard to the aid effectively used

In the second two month-period of 2007 the Tax Authorities sent notice to AEM S.p.A and

ASM S.p.A in acommunication-injunction based on Decree Law 10/2007 in connection with

the alleged State aid enjoyed during the moratorium periods

Given that the lawsuits involving to the merging company AEM S.p.A now A2A S.p.A and the

merged company ASM S.p.A are already the subject of separate proceedings at the Court of

First Instance of the European Community and different position in relation to the

communication-injunction we will explain the two situations separately so that they are

easier to understand

33



Consolidated Financial Statements Year 2008

Othr nfc raton

Former AEM S.p.A now A2.4 S.p.A

In the proceedings taken by AEM S.p.A on January 2003 the Commission deposited an

objection claiming that it could not accept the appeal AEM promptly replied before the legal

deadline The Court setthe meeting concerningthe objection claimingthat it could not accept

the appeal by order dated August 52005

On March 15 2006 AEM S.p.A deposited brief in response to the judgement pending before

the Court of first instance The written phase of the judgement has therefore been concluded

On February 28 2008 the Court of First Instance communicated to AEM its intention to

combine only for the oral phase the various lawsuits being brought by AEM Confservizi

other prevalently public-sector companies and by the Italian Government asking for their

opinions On March 2008 AEM communicated to the Court that it would welcome such

move to combine the various lawsuits It would appear that the other plaintiffs are also in

favour On April 162008 the final hearing took place before the Court of First Instance

With reference to article 27 of Law 62 of April i8 2005 AEM S.p.A has punctually complied

with the obligations that the former municipal utilities have been subjected to as laid down in

the
recovery regulations and related implementation instructions

On October 27 2005 the Tax Authorities visited the head office of AEM S.p.A to acquire

documentation to check the correctness of the figures declared in the tax returns presented

in accordance with article 27 of Law 62

The visit was merely to ascertain the amount of any taxes that are to be reimbursed to be

followed by their definitive liquidation AEM S.p.A has given the inspectors an ample

statement on how the tax returns were compiled If all possible forms of legal protection fail

it is reasonable to assume that the Italian governments efforts to recover this money will take

the form of revocation of the benefits granted in various ways to different public service

sectors according to the extent that the business has effectively opened up to competition

duringthe period of the measures being contested and hence the extent to which it may have

been distorted

Talking of which AEMs appeal explains how the Company operated during the 1996-1999

period the one under review by the Commission in sectors that were not opened up to

competition such as power and gas for which AEM S.p.A did not take part in any tender to be

entrusted the service

In light of the uncertainty regarding the outcome of the appeals launched by the Italian State

and by AEM S.p.A and the ways in which the Commissions decisions would be applied the

Company thinks it possible but not probable that it risks having to hand back all of the aid

received if the result of the entire appeal procedure turns out to be negative consequently no

provision has been made for this matter in any of the financial statements approved up to

December 31 2006 Because of these same conditions of uncertainty it is currently
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impossible to have sufficient objective elements to make reasonable estimate of the impact

on AEM S.p.A as consequence of this decision

It is also worth bearing in mind that the bulk of the earnings distributed by AEM S.p.A during

this tax moratorium went to the Municipality of Milan part of the Public Administration

AEM S.p.A did not receive any loans from the Cassa Depositi Prestiti under the laws

mentioned and during the period considered by the Commission

On March 30 2007 the Milan Tax Office notified four assessments or communication

injunctions under Decree Law 10/2007 relating to the aid alleged to have been used during

the periods 199619971998 and 1999

The sums requested in these assessments come to total including interest of 4.9 million

euro and are based on the Companys own declaration in July 2005 except as regards the

derecognition of the effects of accepting the so-called tombstone tax amnesty under Law

no 289/2002 the related interest has also been calculated

Based on the provisions of Decree Law 10/2007 the sums thus calculated and not paid have to

be forcibly collected by including them in the tax roll the rules do not permit any extended

payment terms or suspensions not even in the case of impugnment

Having taken note of these communications and considered Decree Law 10/2007 and related

conversion law and checked that the amounts requested agree with those originally declared

the Company decided on April 272007 to pay

As result of the above the amounts paid have been included in the 2007 accounts under

Financial expenses and Other non-operating costs

In any case the arguments presented by the Company before the European Court of

Justice against the Decision of the EU Commission of June 2002 remain valid these

arguments together with those presented by the other former municipal utilities and by

the Italian Government have been examined in terms of merit on April 16 2008 before

the Court of First Instance of the European Community The decision will be announced on

June ii 2009 If the actions taken before the European Court of Justice are successful the

amounts paid by the Company ought to be reimbursed as the assumption of recovery is no

longer valid

The Company thought it best to appeal against any such decisions in the fiscal courts

The Provincial Tax Commission of Milan Section 21 rejected the proposed appeals with

sentence no of January 25 2008 The sentence that establishes the amount of the

recoverable aid is now definitive

Former ASM S.p.A from January 2008 absorbed into A2.4 S.p.A

As regards ASMs position while we are waiting for the outcome of the appeals to the Court of

First Instance in Luxembourg presented for ourselves on January 22003 and ad adiuvandum
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for AEM S.p.A and AMGA S.p.A we felt that the European Commissions decision

2003/293/CE of July 2002 could not be applied to it because of the particular nature of its

situation during the period under consideration the services provided by ASM in its areas of

operations were not open to the market and to free competition

On January 62003 the Commission deposited an objection claiming that it could not accept

the appeal ASM S.p.A promptly replied before the legal deadline The Court set the meeting

concerning the objection claiming that it could not accept the appeal by order dated August

2005

On February 28 2008 the Court of First Instance communicated to ASM its intention to

combine only for the oral phase the various lawsuits being brought by ASM Confservizi

other prevalently public-sector companies and by the Italian Government asking for their

opinions ASM communicated to the Court that it would welcome such move to combine the

various lawsuits

On April i6 2008 the final hearing took place before the Court of First Instance

The companies of the ASM Group involved in the
recovery procedure ASM also on behalf of

BAS and ASVT in accordance with the request contained in article 27 of Law 62 of April 18

2005 sent the declaration required by article 27 of the said law for each of the periods

affected by the tax moratorium

As regards the positions of BAS Bergamo which was merged with effect from May 18 2005

and ASVT during the years when the moratorium was operative these companies had

negative taxable income so it is probable that no tax will be due

In April 2007 ASM was notified the communication-injunction under article of Decree Law

10/2007 by the Brescia Tax Office for the periods 1998 and 1999

Based on the opinion of its own tax consultants and experts in EC law ASM pointed out to the

Brescia Tax Office that the communication-injunction that it had received was contrary to the

provisions of this decree both in content and in amount

At the same timeASM appealed to the Brescia Court forthis injunction to be declared null and

void it also asked for court order suspending payment

On May23 the Tax Office acknowledged that ASMs arguments were correct and cancelled the

communication-injunction

In any case the arguments presented by the Company before the European Court of Justice

against the Decision of the EU Commission of June 52002 remain valid these arguments

together with those presented by the other former municipal utilities and by the Italian

Government have been examined in terms of merit on April i6 2008 before the Court of

First Instance of the European Community The decision will be announced on June ii 2009

In light of the uncertainty regarding the outcome of the recourses launched by the Italian

State and byASM S.p.A and the ways in which the Commissions Decisions would be applied

the Company thinks it possible but not probable that it risks having to hand back all of the aid
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received if the result of the entire appeal procedure turns out to be negative consequently no

provision has been made for this matter in any of the financial statements approved up to now

In any case the suit against the Tax Office is still pending before the Brescia Court while we

await the sentence that will be issued by the Court of First Instance of the European

Community We would point out that the Shareholders Meeting of ASM has already passed

resolution while waiting for the question to be decided to consider portion of the free

reserves formed during the period of the tax moratorium namely 13 million euro are no

longer distributable to the shareholders

Note that article 24 Decree 185 of November 292008 converted with amendments by Law

of January 28 2009 introduced new instructions designed to recover the aid equivalent to

the taxes not paid and related interest as result of the application of the tax exemption

system foreseen by article 3.70 of Law 549 of December 28 1995 and article 66.14 of Decree

Law 331 of August 30 1993 converted with amendments by Law 427 of October 29 1993

again this is to implement Decision 2003/193/CE of the European Commission

Based on this measure the recovery is implemented by the Tax Authorities by means of tax

assessment within 120 days starting on November 29 2008 taking into account the amounts

already paid pursuant to article 1.2 Decree io of February 15 2007 converted with

amendments by Law 46 of April 2007 There is no provision for the payment to be

postponed or suspended

Guidelines for recovery are available in the Agenda of the Chamber of Deputies no

9/01972/071 approved at the session held on January 142009 In the guideline it is explained

that the recovery can not take the form of simple tax assessment without any specific

criteria instead it has to determine if and how much aid has to be recovered clarifying in

particular that it is recoverable only if actually enjoyed and verifying case by case whether the

company has effectively made use of illegitimate state aid that has altered the principles of

free competition and companies freedom of establishment In line with this concept those

resources that have already been involved in forms of reimbursement have to be considered

excluded from the recovery measure

In this connection it should be noted that the regulation mentioned here does not constitute

new and greater obligations of reimbursement of state aid by the Company it merely

integrates the powers of assessment of the aid to be reimbursed by those who have made use

of such aid and have not yet repaid it In exercising these powers the Tax Authorities still have

to identify specific case of illegitimate state aid effectively enjoyed and not yet reimbursed

The amount that the Company could possibly be asked to repay based on the latest

pronouncements is neither foreseeable nor quantifiable This is because as far as the former

AEM is concerned the Company has already repaid the declared amount of aid which was

collected by the Tax Authorities and confirmed by sentence that is now definitive as regards
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the former ASM on the other hand the Tax Authorities have cancelled the payment

notice/injunction in self-protection having regard to the effective use of the aid and taking

account of the activities carried on at the time outside of competitive context and of the

dividends paid to public sector shareholders during the periods concerned

To conclude as things stand at the moment there is contingent liability with level of

probability that is possible for an amount that cannot be reliably estimated

ACEA S.p.A/AEM now A2A S.p.A

With writ served on August 2006 ACEA S.p.A summoned EDF ElectricitØ de France S.A

and AEM S.p.A now A2A S.p.A to appear before the Rome Court on March 15 2007 to

ascertain whether AEM and EDF and/or their subsidiaries had exceeded the maximum limit

of 30% set by DPCM Prime Ministers Decree of November 2000 for public entities

participation in the share capital of the GenCo Eurogen subsequently merged and now

Edipower thereby carrying out an illicit act that could be considered unfair competition

vis-à-vis ACEA which complied with the said limit in its participation in the share capital of the

GenCo Interpower Once this had been ascertained ACEA asked for AEM and EDF to be

sentenced to pay compensation for the damages suffered by ACEA as result of the unfair

competition on the part of EDF and AEM and to sell their participations in Edipower so as

to reduce them to the maximum limit of 30% Lastly ACEA asked for AEM and EDF to be

prevented from withdrawing and/or using the electricity in excess of the permitted 30% limit

and for the sentence to be published in the main Italian daily newspapers

The plaintiff has also summoned the following companies though without asking them

specific questions WGRM Holding S.p.A Delmi S.p.A Edipower S.p.A Edison S.p.A AEM

Torino S.p.A ATEL Transalpina di Energia S.r.l Italenergia BIS S.p.A.

In the summons ACEA submitted that in implementation of the Bersani Decree Enel

had to transfer around 15000 MW of its own installed power to three distinct GenCos set up

specifically for this purpose These three GenCos are called Eurogen now Edipower

Elettrogen and Interpower The DPCM of November 82000 subsequently laid down that

for period of years the share capital of these GenCos could be held by public entities

including business entities or by Italian or foreign public enterprises to an extent not in excess

of 30%

In March 2002 Eurogen i.e the second GenCo was bought continues ACEA by the

Edipower consortium made up among others by AEM and Edison S.p.A and after its merger

with Edipower it took on the name Edipower

According to ACEA in the case of Edipower the maximum limit of 30% had been amply

exceeded by AEM and EDF both entities that in ACEAs opinion should be considered
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public as EDF is wholly owned by the French State and AEM is controlled by the Municipality

of Milan Accordingto ACEA the share capital of Edipower suffers from the interference of an

overall public shareholding on the part of AEM and EDF also through their joint control of

Edison S.p.A in excess of the maximum limit of 30% established by the DPCM of November

2000 This situation ACEA adds was also pointed out by the Competition Authority

which issued report on the matter in accordance with articles 21 and 22 of Law 287/1990 on

July 72006

Having said this ACEA also made the point that AEM and EDF were its competitors operating

in the same electricity market emphasising that the fact that AEM and EDF had exceeded the

30% limit for holdings in GenCos also through Edison S.p.A gave
them an illicit competitive

advantage over ACEA which being controlled by the Municipality of Rome had always

complied with its obligations under the DPCM of November 2000 including that regarding

participations in another GenCo This competitive advantage which derives from the fact that

it has higher market share than the law permits was the result of conduct on the part of AEM

and EDF which in ACEAs opinion qualified as unfair competition in accordance with

article 2598.3 of the Italian Civil Code or in any case as an illicit act accordingto article 2043 of

the Italian Civil Code

Lastly ACEA preannounced but for the moment has not proposed requests to the Court for

suitable measures to anticipate the effects of the future sentence

In an autonomous intervention during the court case Endesa Italia S.p.A substantially

reiterated the plaintiffs questions to the defendants However Endesas intervention

statement which was filed at the Milan Court in January 2007 has still not been

communicated or notified to the defendants

On May 42007 the defendants AEM and EDF decided to take legal action together with some

of the other companies mentioned above as co-defendants

To start with AEM raised two objections regarding the jurisdiction and territorial

incompetence of the Rome Court

In this regard AEM maintained above all the lack of foundation of the plaintiffs argument

according to which AEM allegedly had stake in GenCos capital of more than 30% thereby

exceeding the threshold established by the DPCM of November 82000 the DPCM. This

argument does not correspond to the truth because AEM maintained its t6% interest and this

circumstance was not altered by its indirect investment in Edison which is total separate

legal entity from AEM

AEM then affirmed that it was impossible to even imagine violation of the DPCM by AEM as

this decree is not legislative or regulatory in character Given that the DPCM is merely an

administrative deed not legislative one this explains the effects and provisions that are only
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binding on its specific target namely the subject responsible for disposing of the GenCos

Enel and not on any of the other entities taking part in the disposal procedure The Edipower

consortium and in turn its shareholders took on contractual obligations vis-à-vis Enel and

the Ministry and only them but this cannot give rise to violation of the DPCM so there

cannot be grounds for claims on the
part

of third parties against AEM regarding the provisions

of the decree

AEM did not commit any violation of the competition rules nor any breach of contract as per

article 2043 of the Italian Civil Code as the deed being contested by the plaintiff indirect

acquisition of an investment in Edison in itself does not constitute an illegal act as the shares

were bought on the Stock Exchange at the current market price in accordance with sector

regulations This deed does not in any case constitute an illicit act again the competition rules

also because it did not give rise to competitive advantage for AEM nor to competitive

disadvantage for ACEA In particular AEM has contested the plaintiffs arguments

maintainingthat the change in Edisons shareholder structure did not in any waytranslate into

real competitive advantage nor did it entail any change in its availability of
energy resources

deriving from the plants of the GenCo Edipower In fact AEM currently has the same energy

availability in terms of both production and sales that it had at the time that it joined the

Edipower consortium so it is totally wrong to talk about competitive imbalance caused bythe

indirect acquisition of the investment in Edison

As regardsthe alleged damages suffered byACEA for which ACEA has claimed compensation

it turns out that the damage to its equity which the plaintiff claims to have suffered cannot be

attributed to AEM even in the abstract as what the plaintiff is complaining about in the end of

the day is that it cannot have higher stakes in the GenCos but it cannot accuse AEM for this

given that it has no responsibility whatsoeverforthis situation The truth is that the plaintiff is

now claiming illegitimately to pass on to its competitors AEM and EDF the allegedly

damaging effects of the provisions contained in the DPCM In any case the items of damage

mentioned by the counterparty are obviously vague and without any element of proof to back

them up

Lastly AEM has contested ACEAs request to condemn EDF and AEM to sell their investments

to reduce them in total to under the 30% threshold and to prevent AEM and EDF from

withdrawing and/or using the electricity in excess of the permitted 3o%limitrequests

are to be considered null and void as the object is excessively generic and vague in any case

they are inadmissible as five years have nearly passed from the date of disposal of the GenCo

years being the period that the DPCM applied the 30% limit Once this five
year period is

over no illicit situation can exist which means that the case can only revolve around

question of compensation for damages
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As for Endesas intervention AEM contested that its appearance was contrary to legal

procedure and therefore inadmissible subordinately it asked the Judge to grant the terms

foreseen in article 163 bis of the Code of Civil Procedure to permit an adequate response

adjourning the first
hearing At the first hearing on May 24 2007 the Judge allowed the

defendants to file reply to the statement made by Endesa AEM filed its reply on October

2007

Proceedings were then adjourned to be discussed at the hearing on October 24 2007 After

this hearing the Judge granted the parties the legal period to deposit their statements in

accordance with 183.6 of the Code of Civil Procedure and scheduled the next hearing for June

262008 during which the case was adjourned for discussion on November 2008 On this

date the Honorary Judge adjourned the case to March 19 2009 for it to be assigned

definitively to another Judge Note that at the hearing held on March 19 2009 given that no

Judge had been allocated to it the case was adjourned to January 212010 Endesa now E.ON

has decided not to intervene in court in favour of ACEA

Consul Latina S.r.L/BAS S.p.A now A2A S.p.A

The purchase of the investment in HISA by BAS was made through local consultant called

Consul Latina Given that the wording of the contract was not totally clear and the fact that

BAS on its own did not buy 100% of HISA BAS did not pay
the fee owing to Consul Latina

which duly sued it for payment in 1998 The lawsuit is still in underway with various procedural

objections some recent such as the fact that on March 2007 all court proceedings after

May 18 2007 were declared null and void for lack of right of attorney This problem was

subsequently resolved

At the appeal EXP 82218 Sentence 3697/3000 of May 92008 Consul Latina c/BAS S/Sumario

is the sentence in the appeal by Consul Latina to have sentence 3194/3196 overturned the

question relates to the delay with which BAS filed documents in 2008 based on this delay

Consul Latina claims that subsequent court activities should be declared null and void for lack

of legitimacy of the lawyers it is also
claiming damages the court refused all of these claims

recognising that ASM took over from BAS

In the appeal EXP 90779 Sentence 5317534 of May 20 2008 HISA c/Consul Latina c/BAS

S/Terceria is the sentence in the appeal by Consul Latina to impugn decision no 426/428

the question relates to the lack of legitimacy on the part of De Florio the lawyer at the

hearing held in August 2005 because of the merger of BAS with ASM The Judge rejected

the appeal

On November 10 2008 Consul Latina tried to launch new appeal against BAS EXP 095148

Consul Latina c/BAS s/Diligencia Preliminar with which it wanted information regarding

Enerfin S.r.l in liquidation as it wanted to know whether ASM was still shareholder and if it
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wanted to sell at what price The lawyer has informed us that the way in which Consul Latina

notified this request was considered inadequate by the Court

Accordingto Consul Latina the amount payable as of May io 2007 was $1872000 calculated

on principal of $720000 plus interest of 1% from April1999

ENEL/AEM Elettrkità subsidiary of AaA S.p.A

With writ served in 2001 ENEL requested annulment of the decision made by the Board

of Arbitrators appointed in accordance with Decree 79 of March 16 1999 the so-called

Bersani Decree which set at Lire 820 billion the price to be paid to ENEL for the sale to

AEM Elettricità S.p.A of the power distribution business in Milan and Rozzano AEM

Elettricità asked for ENELs request to be rejected as the arbitrators decision could not be

considered manifestly unfair or erroneous in accordance with article 1349 of the Italian

Civil Code Moreover AEM in turn filed reconventional claim asking for ENEL to be

sentenced to pay compensation for the damages caused by the delay with which ENEL

implemented the sale of the business as imposed by the law

In AEM Elettricitàs opinion the Judge would only be able to change the arbitrators decision

if it appeared to be manifestly unfair or erroneous as confirmed by an expert witnesss

report which the Judge has ordered

The Court-appointed expert witness carried out laborious review of the situation making

numerous adjustments and in the end of the day established figure of 66 million euro as the

higher value of the business net of the damages that the witness recommended should be

awarded to AEM Elettricità

With sentence deposited on June 92008 the Milan Court set new price for the business

according to the indications of the expert witness Lire 990856000000 rejecting the claim

for damages made by AEM Elettricità According to the Court the difference between the

expert witnesss valuation and the one carried out by the Board of Experts is such as to make

the latter blatantly unfair other words the Judge felt that he could fully trust the

conclusions reached by the expert witness appointed by the Court even though some of the

choices made by the expert witness appeared to be the result of exercising in different way

the technical discretion that is inherent in valuations making assumptions that led to very

different result from the one reached by the Board of Experts The Judge also based his

decision on certain affirmations made by the expert witness regarding the

inappropriateness of certain parameters used by the Board of Experts

Considering the price established by the Court of Experts to be unfair the Judge also rejected

the claim made by AEM Elettricità for damages caused by the delay in transferring the

business In fact accordingto the Judge ENEL was justified in not transferring the business as

the price was unfair
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There are various objections that can be made to this sentence to start with we do not agree

that the price established by the Board of Experts was affected by errors nor that it was

unfair The Board consisted of illustrious professors with
years

of experience in company

valuations so the fact that the Judge simply replaced their calculation with the one performed

by the
expert witness is totally unsatisfactory From another point of view there appears to be

no justification for rejecting the request for damages because of the delayed transfer of the

business given that ENEL could quite easily have handed it over as in fact it did while at the

same time asking for fairness review of the price set by the Board of Experts

Counsel has already been instructed to appeal against this sentence

While preparing the condensed consolidated financial statements merely for prudence

sake we decided to increase the amount of the goodwill already shown in the balance sheet

for the business being transferred by 88 million euro crediting provision for risks and

charges under liabilities in the balance sheet for the same amount see balance sheet notes

and 21

A2A has appealed against the Court sentence with writ served on October 23 2008 the

hearing for the statement of the conclusions is expected on April 52011

Aistom Power S.p.A./AMSA S.p.A subsidiary of A.A S.p.A

Amsa S.p.A had dispute in course with Alstom Power S.p.A concerningthe construction and

delivery times of the plant and correct execution of the works in connection with the building

of the Silla waste incineration plant which ended on June 2008 The key events can be

summarised as follows

The parties made their requests to the court-appointed technical consultant at the hearing on

February 26 2007 The consultant in turn listed number of possibilities with view to

reaching settlement The Board of Arbitration adjourned the discussion to March 272007 to

permit the parties technical consultants to discuss the possibilities envisaged by the court-

appointed technical consultant On this occasion the parties discussed the possibility of

negotiated settlement with the help of their technical consultants both making further

requests of technical nature

Alstom Powers lawyer also made request of an accounting nature The Board of Arbitration

admitted all of the technical requests and reserved the right to assess the merit of the

accounting request and with communication dated July12 2007 accepting the requests of

the court-appointed technical consultant it authorised postponement of the deadline for

filing the experts report to September 302007
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At the hearing on September 28 2007 the Board of Arbitration authorised further deferral

of the deadline for filing the experts report to January 30 2008 the date when the expert

appraisals were to come to an end The Board also allowed AMSA to make its own

considerations by November 30 2007 regarding the treatment of the accounting aspects of

the quantification of the damage in reply to the considerations made by the counterparty

October 302007 was also set as the deadline for the experts integration by the Board

The Board of Arbitration then granted further extension for the court-appointed technical

consultant to file his report then on March 12 it ordered the expert to suspend his work

scheduling the next hearing for June 92008

At the end of series of discussions between the parties the dispute was resolved by means

of settlement reached on June 62008 This provides for payment on the part of AMSA S.p.A

of euro 20000000 by way of balance for the price due and recognition of the reserves as

the sum of the following items

payment to the contractor of the balance for the basic work and variants for total of euro

31563280.79 VAT already booked to property plant and equipment in 2004

payment to the contractor of euro 1500000 VAT for the reserves booked for the

additional works which were booked to property plant and equipment as an increase in

fixed assets

payment to AMSA of euro 13063280.79 by way of penalties booked to the income

statement under Other non-operating profits

Following regular payment by AMSA on June 20 2008 and the return of the guarantees

originally presented by Alstom the parties acknowledged that they no longer had anything to

claim from the other with regard to this matter

Thx disputes -AMSA S.p.A subsidiary of Az4 S.p.A

As result of the report issued by the Fiscal Police followingtheir tax audit at the beginning of

2006 on the VAT situation for the years
from 2001 to 2005 the Tax Authorities issued

assessments for all of theseyears against which appeals were duly filed with the Provincial Tax

Commission

On December17 the scheduled discussion at the Tax Commission on 2001 did not take place

as the president of the Commission considered it best that he abstain from the case as he was

public prosecutor in other legal proceedings involving A2A S.p.A. On January 14 the

discussion on 2002 was held but the sentence still has to be deposited

On January 27 2009 payment request arrived from the tax collection agency relating to

2002 for an amount of 485 thousand euro

44



Consolidated Financial Statements Year 2008

Jter nfcrniaton

At December 31 2008 the provision amounts to around million euro provided for in

previous years
and not changed since

AEEG/ASM S.p.A nowA2A S.p.A

The Authority for Electricity and Gas AEEG with resolutions 306/06307/06308/06309/06

and 310/06 of December 20 2006 fined ASM now absorbed by A2A Cige now ASM Reti

Valgas absorbed by ASM Sinergia absorbed by ASM Reti and Azienda Services Valtrompia

in connection with the way that the gas tariff was built up in the event of customers switching

provider

AEEG fined the companies involved total of 2.1 million euro

The companies hit by these sanctions paid the amount requested in the first half of 2007 as

the Authoritys decision was executed but they appealed to the TAR against the AEEGs lack of

motivation and the iniquity of the fine inflicted compared with the amount charged to

customers for switching

The Lombardy TAR with sentence 323/2008 of January 29 2008 deposited on February 13

2008 agreed with the motivations adopted by AEEG on the legitimacy of the fine but

considered it excessive reducing it for all companies to the legal minimum Euro 25822.64

If the TARs decision is definitively confirmed the amount that A2A and the other Group

companies involved could recover amounts to around Euro million

AEM S.p.A now A2A S.p.A./Municipality of Cinisello

The complex disputes with the Municipality of Cinisello have evolved in way that the

Company did not expect

The judgement to decide who owned the gas distribution system based on the rules

contained in the concession agreements that regulated dealings between the parties for the

period 1913-1995 ended with the decision of the Court of Cassation that with sentence of

November 18 2008 deposited on November 28 2008 rejected the appeal confirming the

interpretation of the Council of State definitively deciding that the system was owned by the

Municipality of Cinisello Balsamo

The dispute regarding AEMs impugnment of the deeds relating to the tender to select the

company to manage the gas
distribution service also had an unfavourable outcome for

various reasons that in any case involved the structure of the system and the personnel with

sentence on December 16 2008 deposited on March io 2009 the Council of State rejected

the Companys appeal and confirmed the TARs decision
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The third matter concerns an arbitration arranged by AEM as the outgoing manager to have

recognised its right to receive fee whatever the outcome of the ownership dispute or if it is

recognised as the owner rent the Board of Arbitration suspended the procedure as it was of

the opinion that the ownership question had to be decided first given that the above result

is bound to influence its decision

Investigation on gas measuring devices

There is nationwide investigation pending at the Public Prosecutors Office in Milan

concerning the way that
gas consumption is accounted for The investigation involves among

others number of A2A Group companies and some of their directors and managers The

alleged crime is that of fraud as well as other matters As things stand as far as physical

individuals are concerned the preliminary investigations have been completed with the

Public Prosecutor asking on October 72007 for the persons concerned to be committed for

trial During the preliminary hearing on March 23 2009 accepting the request made by the

lawyer Marco De Luca the Judge of the preliminary hearing declared his lack of jurisdiction

and consequently transmitted the deeds of the case to the Public Prosecutors Office at the

Court of Brescia

As for the legal entities that are under investigation according to Legislative Decree 231/01 to

date the proceedings are still pending at the preliminary stage

A2A/Mr Buzzi

Mr Buzzi sued AEM S.p.A before the Milan Court Investigating Judge Mr Consolandi R.G

42587/2003 with writ served on May 242001

Mr Buzzi impugned before the Milan Court the resolutions by which the shareholders

meeting approved the financial statements and authorised the sale by AEM to e.Biscom S.p.A

of the 30.8% stake then held by AEM in Fastweb S.p.A at the same time AEM bought

e.Biscoms 33% interest in Metroweb S.p.A and subscribed an issue of bonds

AEM appeared at the hearing on November 192003 filing defence statement

The hearing at which the parties made an appearance was held on April 202004 whereas the

hearing at which the case was debated was held on November 2004 The parties legal

counsel exchanged statements in accordance with articles 183.5 and 184 of the Code of Civil

Procedure Mr Buzzis counsel asked the Judge to admit evidence from witnesses to request

an expert witnesss report and to order the acquisition of the assessment carried out at the

time by Morgan Stanley on the valuation of Fastweb and Metroweb for the purposes of the

share exchange between e.Biscom and AEM and collateral transactions and Metrowebs

financial statements at December 31 2002 and December 31 2003 AEMs legal counsel

opposed this and at the hearing of February 28 2005 the Investigating Judge dismissed Mr

14b
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Other informaton

Buzzis requests Then considering that the case was ready for final decision he set April

2006 as the date for the hearing at which the conclusions would be heard

With sentence filed on June 2007 the Judge of the Milan Court rejected the plaintiffs

requests sentencing him to pay all of he legal expenses

Mr Buzzi appealed against this decision by the Court with writ served on July to 2008 The

first hearing of the appeal was scheduled for December 92008 the hearingforthe statement

of the conclusions has been postponed to April 52011

Contingent assets for environmental certificates

At December 31 2008 has an excess of environmental certificates Green Certificates

Emission Allowances and White Certificates
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Statement of changes in

property plant and equipment

Property plant and equipment Millions of euro Balance at Merger 0101 aoo8

12312007 effect
post-merger

Restatetd oi oi zoo8

Land 34 44 78

Buildings 132 161 293

Plant and machinery 1482 ii8 2600

Industrial and commercial equipment 13

Other assets 19 49 68

Landfills 14
18

Freelytransferableassets
260

57 317

Construction in progress and advances 62 340 402

Leasehold improvements

Leased assets 75 12 87

Grand total 2083 1794 3877
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Stzttemert of ch2r1ge poDerty oant anci equpmeot

Changes during the year Balance at

1231 2008

Capital Category Other Writedowns Disposals Depreciation Total

expenditure changes changes changes for

Asset Accumulated
the year

value depreciation

46 12 38

180
37 18 27 27 185 15 2515

18 19 72

51 i8

126 58 59

29 ii 12 99

458 19 18 32 292 128 4005
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2- Statement of changes

in intangible assets

Net book

value

12312007

Restated

Intangible assets Millions of euro

Industrial patents and intellectual property rights

Merger

c1F

0101 2008

0101 2008

post-merger

2114

Concessions Iicencestrademarks and similar
rights 15 17

Assets in
process

of formation and advances

Other intangible assets 20 22

Goodwill 336 137 473

Total intangible assets 360 s8o 540
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S3temerr oFchange5 ntangDle assets

Changes during the year Net book

value

Capital Category
Other Writedowns

Disposals
Atcumulated Amortisation Total

31

expenditure changes changes
amortisation

changes
for

the year

29

15
88 99 S72

28 i6 94 634

153



Consolidated Financial Statements Year 2008

3- List of companies included

in the consolidated financial

statementsand other

Name Thousands of euro Registered
office Currency

Scope of consolidation

AEM Gas SpA Milan Euro 572000

AEM Elettricità SpA Milan Euro 520000

ASM Distribuzione Elettricità SrI Brescia Euro 133854

ASM Reti SpA Brescia Euro 103051

Aprica SpA Brescia Euro 88470

AMSA SpA Milan Euro 52179

ASMEA SrI Brenda Euro 22497

BAS Power SrI Bergamo Euro 21000

BAS 5.1.1 SpA Bergamo Euro
17166

Aem Service Sri Milan Euro 12405

BAS -Omniservizi Sri Bergamo Euro 6460

BAS.COM SpA Bergamo Euro 2322

A2ACalore Servizi SrI Milan Euro i8oo

Selene SpA Brescia Euro 1549

ASM Ener SrI Brescia Euro iooo

Tidonenergie SrI Piacenza Euro 500

Aprica
Studi Sri Brescia Euro

275

AMSADUE Sri Milan Euro 207

AMSATRE Sri Milan Euro
207

Itradeplace SpA Brescia Euro 180

COGAS SpA Compagnia del Gas Altoatesina Brescia Euro 120

AEM Energia SpA Milan Euro
104

RETRASM SrI Brescia Euro ioo

A2A Trading SrI formerly AEM Trading SrI Milan Euro

BAS International SrI Bergamo Euro 20

Asm Calore Servizi Sri Brescia Euro io

A2A Coriance San Noisy Le Grand FR Euro 32562

A2A Produzione SrI Brescia Euro io

A2AAIfaS.r.l Milan Euro io

A2A Beta SrI Milan Euro io

Assoenergia SpA in liquidation Brenda Euro 126

Ecodeco SrI Milan Euro 7469

ABRUZZOENERGIA SpA San Salvo Ch Euro 130000

Retragas
Sri Brescia Euro 34495

Montichiariambiente SpA Brescia Euro 15oo

Ostros Energia Sri Brescia Euro 350

Camuna Energia SrI Cedegolo Bs Euro 900

Plurigas S.p.A Milan Euro 800

SEASM SrI Brescia Euro 700

Energen SrI Brescia Euro io

Proaris SrI Milan Euro io

Delmi SpA Milan Euro 1466868

ASM Servizi SpA Brescia Euro 500

Ecofert SrI Gervasio Bresciano Bs Euro i8o8

Reference should be made to attachment for information on the investments in the Ecodeco Group

Reference should be made to attachment for information on the investments in the Coriance Group

These percentages take account of the call and
put options

that can currently
be exercised

The other 6% of Ecodeco S.r.l is the object of call and put option respectively in favour of and to be borne by A2A S.p.A which

can be exercised up to the end of 2008 at the same conditions

Note that AEM S.p.A was involved in setting up Societh Cooperativa Polo deIIlnnovazione della Valtellina subscribingfor shares of
par

value euro 50 each

Share

capital
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List cf companies ncucied in the Cosodeted finncal tatemets anc

niher

Shareholder Valuation method

Group shares held

holding
at

1231 2008

ioo.oo% 100.00% AiA SpA Line-by-line consolidation

ioo.oo% ioo.oo% A2A SpA Line-by-line consolidation

ioo.oo% 100.00% A2A SpA Line-by-line consolidation

ioo.oo% 100.00% A2AS.p.A Line-by-lineconsolidation

99.97% 99.97% MA S.p.A Line-by-line consolidation

ioo.oo% ioo.oo% A2A SpA Line-by-line consolidation

100.00% ioo.oo% AiAS.p.A Line-by-lineconsolidation

ioo.oo% ioo.oo% Aprica S.p.A Line-by-line consolidation

99.98% 99.98% MA SpA Line-by-line consolidation

ioo.oo% ioo.oo% MA SpA Line-by-line consolidation

ioo.oo% ioo.oo% A2A SpA Line-by-line consolidation

roo.oo% ioo.oo% A2A SpA Line-by-line consolidation

ioo.oo% 100.00% MA SpA Line-by-line consolidation

ioo.oo% 100.00% A2A SpA Line-by-line consolidation

ioo.oo% 100.00% MA SpA Line-by-line consolidation

100.00% ioo.oo% ASMEA Sri
Line-by-line consolidation

ioo.oo% ioo.oo% A2A SpA Line-by-line consolidation

ioo.oo% ioo.oo% AMSA SpA Line-by-line consolidation

100.00% 100.00% AMSA SpA Line-by-line consolidation

100.00% ioo.oo% Selene SpA Line-by-line consolidation

100.00% 100.00% MA SpA Line-by-line consolidation

ioo.oo% ioo.oo% A2A S.p.A Line-by-line consolidation

ioo.oo% ioo.oo% A2A SpA Line-by-line consolidation

ioo.oo% 100.00% MA SpA Line-by-line consolidation

100.00% ioo.oo% A2A SpA Line-by-line consolidation

ioo.oo% ioo.oo% A2AS.p.A Line-by-line consolidation

98.08% 98.08% A2A SpA Line-by-line consolidation

100.00% 100.00% A2A SpA Line-by-line consolidation

70.00% 70.00% A2A Trading SrI Line-by-line consolidation

100.00% ioo.oo% A2A Alfa Sri Line-by-line consolidation

97.76% 97.76% A2A SpA Line-by-line consolidation

ioo.oo% ioo.oo% A2A SpA Line-by-line consolidation

94.99% 89.84% A2A
S.p.A Line-by-line consolidation

91.60% 91.60% A2A SpA 87.27% Line-by-line
consolidation

Mm Reti
S.p.A 4.33%

80.00% 80.00% Aprica SpA Line-by-line consolidation

80.00% 80.00% A2AS.p.A Line-by-lineconsolidation

74.50% 74.50% A2A SpA Line-by-line consolidation

70.00% 70.00% MA SpA Line-by-line
consolidation

67.00% 67.00% MAS.p.A Line-by-lineconsolidation

67.00% 67.00% A2A SpA Line-by-line
consolidation

60.00% 60.00% MA SpA Line-by-line consolidation

51.00% 51.00% A2A SpA Line-by-line consolidation

si.oo% 51.00% MA SpA Line-by-line consolidation

47.00% 47.00% MA SpA Line-by-line
consolidation
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4- Investments in companies

valued at equity

Currency Share

capital

Investments valued at equity

Transalpina di
Energia

SrI Milan Euro 3146000

Edipower SpA Milan Euro 1441300

Trentino Servizi SpA Rovereto TN Euro 224790

Ergosud SpA Rome Euro 81448

A.G.A.M SpA Monza MB Euro 46482

ACSM SpA Como Euro 46871

MetrowebS.p.A Milan Euro 20180

Malpensa Energia Sri Milan Euro 5200

Ergon Energia
Sri Brescia Euro 6oo

Società Servizi Valdisotto SpA Valdisotto SO Euro 6420

SET SpA Toscolano Maderno BS Euro 104

e-Utile SpA Milan Euro iooo

Metamer SrI San Salvo CH Euro 650

Ge.Si SrI Brenda Euro iooo

LumEnergia SpA Lumezzane BS Euro 300

Coges S.p.A Bassano Bresciano BS Euro iioo

ASM Novara SpA Brenda Euro iooo

Serb
Energia

SrI Concordia s/Secchia MO Euro iooo

Giudicarie Gas SpA hone TN Euro 1060

Sviluppo Turistico Lago dlseo SpA Iseo BS Euro 1194

Zincar SrI Milan Euro ioo

Utilia SpA Rimini Euro 900

Visano Soc Trattamento Reflui S.c.a.r.l Brescia Euro
25

Alagaz SpA St Petersburg Russia USD ooo
C.te Mincio SrI Ponti s/MinciO MN Euro 11

Bergamo Servizi SrI Sarnico BG Euro io

CŁ Gas SrI Cernusco sfNaviglio Ml Euro

Azienda Servizi
Valtrompia

Gardone VT BS Euro 6ooo

Consolidation at the Ecodeco Group

Consolidation at the Coriance Group_2

Total investments

Investments held for sale

EON Produzione SpA formerly Endesa ltalia S.p.A Rome Euro 700810

Share capitals are expressed in thousands of euro

Reference should be made to attachments for information on the investments of the Ecodeco Group

Reference should be made to attachments for information on the investments of the Coriance Group

Name Registered office
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nvesmeits in ccivpanes.akied 4t
equity

Shareholder Book value Valuation method

shares held at 1231 2008

50.00% Delmi SpA 1966200 Equity method

20.00% A2A SpA 406410 Equity
method

14.48% A2A SpA 52405 Equity method

50.00% A2AS.p.A S814 Equitymethod

24.99% A2AS.p.A 18560 Equityrnethod

2000% A2AS.p.A 21948 Equitymethod

23.53% A2AS.p.A 9042 Equitymethod

49.00% A2A S.p.A 3583 Equity method

so.oo% A2A SpA 1613 Equity method

32.52% A2AS.p.A 2749 Equitymethod

49.00% A2A S.p.A 21 Equity method

49.00% A2A SpA 2227 Equity method

o.oo% A2.A SpA 1373 Equity method

47.50% A2AS.p.A 1439 Equitymethod

33.33% ASMEA SrI 979 Equity method

32.70% Aprica S.p.A 534 Equity method

50.oo% A2A S.p.A 396 Equity method

40.00% A2.AS.p.A 479 Equitymethod

39.55% A2AS.p.A 392 Equitymethod

23.88% A2AS.p.A 466 Equityrnethod

27.00% A2A
S.p.A Equity method

20.00% AEM Service SrI 163 Equity method

40.00% A2A
S.p.A io Equity

method

35.00% A2AS.p.A 10 Equitymethod

45.00% A2AS.p.A Equitymethod

o.oo% ApricaS.p.A 53 Equitymethod

40.74% A2A SpA 20 Equity method

48.86% A2A SpA 48.48%
ASM Reti SpA 0.38% 3403 Equity method

1934 See attachment
no.5

1325 See attachment no.6

2552738

20.00% A2AS.p.A 689052 IFRS5



investments of the

Ecodeco Group

Registered
office Currency Share

capital

Scope of consolidation

Ecodeco Sri Milan Euro 7469

Ecodeco Helias S.A Athens Euro 6o

Ecolombardia 18 SrI Milan Euro 658

Ecolombardia4S.p.A Milan Euro 17727

Sicura Sri Milan Euro 1040

Fertilvita Sri Milan Euro 3752

Sintema Ecodeco UK Ltd Canvey Island Essex UK Lst 250002

Amica Bielia Sri Cavaglià Bi Euro
75

Cavagha SpA Milan Euro
307

Vespia
Sri Turin Euro

A.SR.A.B SpA Biella Euro 2582

AmicaVifafafettoS.r.l CavaghàBi Euro iio

Nicosiambiente Sri Milan Euro
50

Ecoair Sri Milan Euro io

Investments valued at equity

SED Sri Robassoniero To Euro 1250

Bergamo Puhta Sri Bergamo Euro io

Tecnoacque
Cusio S.p.A Omegna Vb Euro 206

Biotecnica Sri in liquidation
Varese Euro io

BeiisohnaS.r.i MontanasoLombardo Lo Euro

Total investments

Share
capitals are expressed in thousands of euro

The share capital of System Ecodeco UK is in sterling

Consoiidated Financiai Statements Year 2008

Name



Group

holding at

1231 2008

Line-by-line consolidation

100.00% ioo.oo% Ecodeco Sri Line-by-line consolidation

91.6796 91.6796 Ecodeco Sri
Line-by-line

consolidation

68.56% 68.56% Ecodeco Sri Line-by-line consolidation

9680% 96.80% Fertilvita Sri
Line-by-line

consolidation

100.00% ioo.oo% Ecodeco Sri
Line-by-line

consolidation

loo.oo% 100.00% Ecodeco Sri Line-by-line consolidation

100.00% ioo.oo% Fertilvita SrI si% Line-by-line consolidation

Ecodeco SrI 24%
Cavaglià SpA 25%

ioo.oo% ioo.oo% Fertilvita Sri
Line-by-line

consolidation

98.90% 98.90% Cavaglià SpA Line-by-line consolidation

69.00% 69.00% Cavaglià SpA Line-by-line consolidation

100.00% ioo.oo% Fertilvita SrI 34.77% Line-by-line
consolidation

Ecodeco SrI 17.05%

Cavagiia SpA 48.18%

98.90% 98.90% Cavaglia SpA 96.90% Line-by-line
consolidation

Ecodeco SrI 2%

100.00% 100.00% Ecodeco SrI
Line-by-line consolidation

so.oo% Ecodeco SrI 1272 Equity method

5o.oo% Ecodeco SrI 390 Equity method

25.00% CavagliàS.p.A
261

Equitymethod

50.00% Ecodeco SrI ii
Equity

method

5o.oo% Equity method

1934
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5-Investments otHe Eodeco Group

Shareholder Book value

shares held at 1231 2008

Valuation method

.59
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6- Investments of the

Coriance Group

Name Registered office Currency Share

capital

Scope of consolidation

CORIANCE NoisyLeGrand-France Euro 5407

A.E.S NoisyLeGrand-France Euro 40

GRESIL3 Noisy Le Grand France Euro nd

ARES Noisy LeGrand France Euro 40

ENERGIE MEAUX Noisy Le Grand- France Euro 3050

MES Noisy LeGrand France Euro 40

ST.V.L.B.G Noisy Le Grand France Euro iso

BM.E.S Noisy Le Grand France Euro 40

CHELLESCHALEUR NoisyLeGrand-France Euro 369

DES Noisy Le Grand France Euro 200

ENERIANCE NoisyLeGrand-France Euro
iso

R.E.S
Noisy

Le Grand France Euro
38

S.T.LD
Noisy Le Grand France Euro 40

SOFREDITH
Noisy Le Grand France Euro 229

Investments valued at equity

GENNEDITH Nanterre France Euro 85

STSP Salon De Provence France Euro
39

SESAS Noisy Le Grand France Euro
153

Total investments
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6lnvestments Fthe CorianceGrouD

Shareholder Book value Valuation method

Group shares held at 12312008

holdingat

1231 2008

100.00% ioo.oo% A2A Coriance
Line-by-line consolidation

100.00% ioo.oo% Coriance S.a.s
Line-by-line consolidation

99.00% 99.oo% Coriance S.a.s
Line-by-line consolidation

ioo.oo% ioo.oo% Coriance San Line-by-line consolidation

loo.oo% oo.oo% Coriance S.a.s
Line-by-line consolidation

ioo.oo% ioo.oo% Coriance S.a.s Line-by-line consolidation

ioo.oo% ioo.oo% Coriance S.a.s Line-by-line consolidation

ioo.oo% ioo.oo% Coriance San
Line-by-line consolidation

ioo.oo% ioo.oo% Coriance S.a.s
Line-by-line consolidation

ioo.oo% ioo.oo% Coriance S.a.s Line-by-line consolidation

ioo.oo% ioo.oo% Coriance San Line-by-line consolidation

ioo.oo% ioo.oo% Coriance San
Line-by-line

consolidation

ioo.oo% ioo.oo% Coriance San Line-by-line consolidation

51.00% 51.00% Coriance S.a.s
Line-by-line

consolidation

26.45% 26.45%
Coriance S.a.s

185 Equity method

49.80% 49.80% Coriance S.a.s 371 Equity method

5o.oo% 50.00% CorianceS.a.s 769 Equitymethod

1325
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7- List of financial assets available

for sale

Name figures are expressed in thousands of euro Shares held Shareholder Book value

at 12 31 2008

Financial assets available for sale

AteiHoldingAG 6.44% A2AS.p.A 5O534

Infracom S.p.A 1.57% A2A S.p.A 2Oi1

S.p.A.Immobiliare-FieradiBrescia 9.44% A2AS.p.A 1171

Autostrade Lombarde S.p.A 2.50% A2A S.p.A 2484

S.p.A Autostrade Centropadane 1.63% A2A SpA

E.M.l.T.S.p.A io.oo% A2AS.p.A 1247

ASM S.p.A Sondrio 3.99% A2A S.p.A 874

Other

Consorzio DIX.IT in liquidation

Brescia Mobilità S.p.A

Secoval S.r.l

Hera S.p.A

Bergamo Energia S.p.A

AQM S.r.l

CESI S.p.A

Isfor 2000 S.c.p.a

INN.TEC S.r.l

Brixia Expo-Fiera di Brescia S.p.A

Emittenti Titoli S.p.A

Livo S.rJ

Stradivaria S.p.A

Alesa S.d

Liro S.r.l

Fusio S.r.l

Consorzio Milansistema in liquidation

S.l.T S.p.A

Morina S.r.l

ANCCP S.r.I

Consorzio L.E.A.P
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7- Lst onancial assets avaSabefor sale

Name Figures are expressed in thousands of euro Shares held Shareholder l3ook value

atl23lzoo$

Banca di Credito Cooperativo di Caiclo Covo Società

Cooperativa

Soc di Progetto Brebemi S.p.A

Tirreno Ambiente S.p.A

Consorzio Polieco

Consorzio Italiano Compostatori

Guglionesi Ambiente S.c.a.r.l

CavagliàSud S.r.l in liquidation

AvioValtellina S.p.A

A.C.B Servizi S.r.l

Cramer ScrI

Consorzio Intellimech

CO.GE.R 2004 S.p.A in liquidation

Gal Garda Valsabbia S.c.a.r.l

Presidio Ambiente S.r.l
in_liquidation

Old River Ranch S.c.a.r.l
in_liquidation

Totalother 9685

Total financial assets available for sale 524322



8/a Remuneration of the

Management Board

Attachment provides information on the remuneration of the Management Board and

members of the Supervisory Board for the year paid by A2A S.p.A and its direct subsidiaries

This is pursuant to article 78 of CONSOB Resolution 11971 of May 141999 which laid down the

rules for implementation of Decree no February 241998 on Issuers Remuneration means

total emoluments paid for the position held even for
part

of the year as well as other non-

monetary benefits bonuses and other incentives including those paid by subsidiaries of A2A

S.p.A.

Position Durationoftheposition Emoluments Bonuses Other Total

forthe and other remune
From To

position incentives ration

03.11.2008 12.31.2008 566120 652nl 99561 1317902

LuigiMorgano DeputyChairman 03.11.2008 12.31.2008 242623 242623 64649B 549895

Mario Cocchi Director
03.11.2008 12.31.2008 60656 60656 121311

GiovanniGornolempini Director 03.11.2008 12.31.2008 6o656 60656 121311

Randazzo Francesco Director 03.11.2008 12.31.2008 60656 60656 21612 142923

Renato Ravanelli Director 03.11.2008 12.31.2008 60656 6o656 121311

Simone Rondelli Director 03.11.2008 12.31.2008 60656 60656 121311

Paolo Rossetti Director 03.11.2008 12.31.2008 60656 60656 121311

TOTAL
1172678 1258778 t85822 2617278

Remuneration and benefits in kind of General Managers 827111 650000 10633 1487774

Remuneration and benefits in kind of managers with strategic responsibilities 1701421

Euro 99561 received as member of the Board of Directors of Delmi S.p.A euro 25806 A2A Trading S.r.l euro 11475 A2A

Calore Servizi S.r.l euro 11783 Plurigan S.p.A euro 10497 Ecodeco S.r.l euro 37500 Fertilvita S.r.l euro 2500
Euro 64649 received as member of the Board of Directors of Delmi S.p.A 3.4563 Plurigas S.p.A 25922
Euro 22847 received as member of the Board of Directors of AEM Elettricità S.p.A euro 16981 Delmi

S.p.A euro 4631 and

Plurigas S.p.A euro 1235
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Zuccoli Giuliano Chairman
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8/b Remuneration of the

Supervisory Board

Of which

INTERNAL CONTROL COMMITTEE

NOMINATIONS COMMITTEE

ATTENDANCE FEES INTERNAL CONTROL

COMMITTEE

ATTENDANCE FEES NOMINATIONS COMMITTEE

Of which

INTERNAL CONTROL COMMITTEE

NOMINATIONS COMMITTEE

ATTENDANCE FEES INTERNALCONTROL

COMMITTEE

ATTENDANCE FEES NOMINATIONS COMMITTEE
Of which

INTERNAL CONTROL COMMITTEE

ATTENDANCE FEES INTERNAL CONTROL

COMMITTEE
Of which

COMPENSATION COMMITTEE

DONATIONS COMMITTEE from Vune 032008
ATTENDANCE FEES COMPENSATION

COMMITTEE

ATTENDANCE FEES DONATIONS COMMITTEE

Of which

NOMINATIONS COMMITTEE
ATTENDANCE FEES NOMINATIONS COMMITTEE

Of which

FINANCIAL STATEMENTS COMMITTEE

ATTENDANCE FEES FINANCIAL STATEMENTS

COMMITTEE

Of which

COMPENSATION COMMITTEE

ATTENDANCE FEES COMPENSATION COMMITTEE

Of which

NOMINATIONS COMMITTEE

ATTENDANCE FEES NOMINATIONS COMMITTEE

Of which

INTERNAL CONTROL COMMITTEE

ATTENDANCE FEES INTERNAL CONTROL

COMMITTEE

Of which

FINANCIAL STATEMENTS COMMITTEE

ATTENDANCE FEES FINANCIAL STATEMENTS
COMMITTEE

Of which

COMPENSATION COMMITTEE

FINANCIAL STATEMENTS COMMITTEE

DONATIONS COMMITTEE

ATTENDANCE FEES COMPENSATION COMMITTEE

ATTENDANCE FEES FINANCIAL STATEMENTS

COMMITTEE

ATTENDANCE FEES DONATIONS COMMITTEE

Of which

COMPENSATION COMMITTEE

DONATIONS COMMITTEE from Vune 032008
ATTENDANCE FEES COMPENSATION COMMITTEE

ATTENDANCE FEES DONATIONS COMMITTEE

Of which

COMMITTEE FINANCIAL STATEMENTS

from July 72008
ATTENDANCE FEES FINANCIAL STATEMENTS

COMMITTEE

Of which

DONATIONS COMMITTEE

ATTENDANCE FEES DONATIONS COMMITTEE

Of which

FINANCIAL STATEMENTS COMMITTEE

ATTENDANCE FEES FINANCIAL STATEMENTS

COMMITTEE

24344

1000

48689

10000

32459

3500

24344

24344

17377

3000

3500

3500

32459

32459

3000

400

Name Position Duration of the position Emoluments Bonuses Other Total

forthe and other remune

From To
position incentives ration

Renzo
Capra Chairman 02.23.2008 12.31.2008 449590 131722 581312

AlbertoSciumØ
Deputy Chairman 0123.2008 12.31.2008 230492 106877 337369

Adriano Bandera Director 02.23.2008 12.31.2008 64139 58689 122828

Tancredi Bianchj Director 02.23.2008 12.31.2008 64139 45221 109360

Claudia Buizza Director 02.23.2008 12.31.2008 64139 25344E 89483

Antonio Capezzuto Director
02.23.2008 12.31.2008 64139 44074 108213

DarioCassinelli Director 02.23.2008 12.31.2008 64139 43574 107713

Gianni Castelli Director
02.23.2008 1131.2008 64139 25344 89483

Pierfrancesco Cuter Director
0123.2008 12.31.2008 64139 58689 122828

Marco Miccinesi Director
02.23.2008 12.31.2008 64139 35959 100098

Massimo Perona Director
02.23.2008 12.31.2008 64139 76065 140204

Angelo Rampinelli Rota Director
02.23.2008 12.31.2008 64139 71918 136057

Giovanni Rizzurdi Director 310308 12.31.2008 56557 150900 71647

Cesare
Spreafico

Director
02.23.2008 12.31.2008 64139 44574 108713

Antonio Matteo Taormina Director
02.23.2008 12.31.2008 64139 26344 90483

Luigi Morgano Director 02.23.2008 03.04.2008 2254 2254

TOTAL 1508566 809484 2318050

81148

40574

9000

1000

64918

32459

8500

1000

48689

10000

24344

17377

1500

2000

24344
1000

40574

3500

40574

3.000

14590

500

40574

4000

24344

2000
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8/c Remuneration of the Board

of Directors formerlyAEM S.p.A

now A2A S.p.A

Name Position Duration of the
position Emoluments Bonuses Other Total

forthe and other remune

From To
position incentives ration

Zuccoli Giuliano Chairman and

Managing Director 01.01.2008 03.11.2008 110833 110833

SciumŁAlbertob DeputyChairman

Director 01.01.2008 02.23.2008 14408 2000 16408

Randazzo Erancesco Director 01.01.2008 01.01.2008 7554 7554

Oberti Paolo Director 01.01.2008 03.10.2008 7554 7554

Scarselli Aldo Director 01.01.2008 03.10.2008 7554 2000 9554

Mauri Mario Director 01.01.2008 03.10.2008 7554 7554

Taormina Antonio Director 01.01.2008 02.23.2008 5719 2000 7719

Cassinelli Darlo Director 01.01.2008 02.23.2008 5719 5719

Castelli Gianni Director 01.01.2008 02.23.2008 5719 5719

TOTAL 172614 6ooo 178614

Joined the Management Board

Joined the Supervisory Board

66
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8/d Remuneration of the

Board of Statutory Auditors

of AEM S.p.A now A2A S.p.A

Name Position Durationoftheposition Emoluments Bonuses Other Total

forthe andother remune
From To

position incentives ration

FossatiAlfredo Chairman Board

ofStatutoryAuditors
01.01.2008 02.212008

6956 6956

Spadacini Luigi Carlo Acting Statutory Auditor 01.01.2008 01212008 4637 4.637

MessinaSalvatoreRino ActingStatutoryAuditor 01.01.2008 02.22.2008 4637 4637

TOTAL
16231 16231

167



Consolidated Financial Statements Year 2008

Certification of the consolidated

financial statements pursuant

to article 154-bis para

of Legislative Decree no 58/98

The undersigned Giuliano Zuccoli in the name and on behalf of the entire Board of

Management of A2A S.p.A and Paolo Rundeddu as the Manager in charge of preparing

accounting documents of A2A S.p.A certify the following taking into account the

provisions of article 154-bis paras and of Decree 58 of February 241998

the adequacy in relation to the characteristics of the business and

the effective application

of the administrative and accounting procedures for the preparation of the consolidated

financial statements during 2008

We also certify that

2.1 the consolidated financial statements

have been prepared in accordance with the applicable International Financial

Reporting Standards approved by the European Community pursuant to EC

Regulation 1606/2002 of the European Parliament and Council of July 192002

agree with the balances on the books of account and accounting entries

are able to give true and fair view of the assets and liabilities results and financial

position of the company and of the various companies included in the

consolidation

2.2 the report on operations contains reliable analysis of trends and results as well as of

the issuers situation and of the companies included in the consolidation together

with description of the main risks and uncertainties to which they are exposed

Milan March 252009

Giuliano Zuccoli Paolo Rundeddu

for The Management Board Manager in charge of preparing

accounting documents
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Independent Auditors Report

pRICE WATERnOUsEx3PERS

PricewaterhouieCoopers SpA

AUDITORS REPORT IN ACCORDANCE WITH ARTICLE 156 OF LAW
DECREE NO 58 DATED 24 FEBRUARY 1998

To the shareholders of

A2ASA

We have audited the consolidated financial statements of A2A SpA and its

subsidiaries 2A GROuP as of 31 December 2008 comprising the

consolidated balance sheet income statement statement of changes in

shareholders equity cashflow statement and related notes These

consolidated financial statements are the responsibility of A2As directors

Our responsibility is to express an opinion on these consolidated financial

statements based on our audit

We conducted our audit in accordance with the auditing standards and

criteria recommended by CONSOB Those standards and criteria require

that we plan and perform the audit to obtain the necessary assurance about

whether the consolidated financial statements are free of material

misstatement and taken as whole are presented fairly An audit includes

examining on test basis evidence supporting the amounts and

disclosures in the consolidated financial statements An audit also includes

assessing the accounting principles used and significant estimates made by

the directors We believe that our audit provides reasonable basis for our

opinion

The consolidated financial statements present the corresponding amounts

of the prior period for comparative purposes As reported in the notes to the

consolidated financial statements the directors modified the comparative

amounts of the consolidated financial statements of the prior period which

we audited and on which we issued our report on 10 April 2008 The

modification involved change in the consolidation method applied to joint

ventures which instead of being consolidated proportionally are now

carried at equity We examined the methods adopted to determine the

corresponding amounts of the prior period and the disclosures reported in

the related notes in order to formulate our opinion on the consolidated

financial statements as of 31 December 2008

S.d legal.e amminiativa Milano 20149 Via Monte Roe 911.1.0277851 027785240 Cap Soc 3.754.40000 Euro iv. CF P.IVA

Reg Imp Milano 12979880155 lecritta at 43 delAlbo Conob Attn Uffbo 889 70124 VIa Don LUI9I Goaflelia 17 Tel

0805640211 Bologna 40122 Vi dell tame Ill Tel 051526611 Bracl 25123 Vi Bongo P1.1cc Wuhrer23 Tel 0303897501

Flr.nz.50121 Vial Gr.msci 15 Tel 0550462811 Ginova 16121 Piazza Dante Tel 01029041 NapotI 80121 Piazza del

MalWl 30 Tel 081 36161 Padova 35138 Vi Vic.nz Tel 049873481 Palenno 80141 Vi Manctiette Ugo 60 Tel 091349737

Panna43lOO Vial T.n.t 20/A 1.1 0521242848 Ron 00154 Largo Fochetli 29Tel 06570251 Tortno 10129 Corso Monl.v.cchio

37 Tel 011556771 Trento 38100 Via Grazioli 73 Tel 0481237004 Tr.vlso 3llOOViale Fetissent 90 Tel 0422896911 Irtest 34125 Via

Ce. Battisti l8Tel 0403480781 Udtn.33100 Via Poscotte 43Tet 043225789- Vano 37122Coro Port Nuov 125 Tel.0458002561
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nepcndet Auutors Rpot

PRICEWATERHOU5EDPEpS

In our opinion the consolidated financial statements of A2A SpA as of 31

December 2008 comply with the International Financial Reporting

Standards as adopted by the European Union as well as with the

regulations issued to implement article of Legislative Decree No 38/2005

accordingly they have been drawn up clearly and give true and fair view

of the consolidated financial position results of operations changes in

shareholders equity and cashflows of A2A GROUP for the year then ended

The preparation of the report on operations as provided for by the law and

applicable regulations is the responsibility of the directors of A2A SpA Our

responsibility is to express an opinion on the consistency of the report on

operations with the financial statements as required by article 156

paragraph 4-bis letter of Legislative Decree No.58/98 To this end we

have performed the procedures required under Auditing Standard No 001

issued by the Italian accounting profession Consiglio Nazionale dei Dottori

Commercialisti degli Esperti Contabil and recommended by CONSOB
In our opinion the report on operations is consistent with the consolidated

financial statements of A2A SpA as of 31 December 2008

Milan 10 April 2009

PricewaterhouseCoopers SpA

Marco Sala

Partner

This lport has been translated from the onginal which was issued in accordance with

Italian legislation



via Lamarmora 230-25124 Brescia

www.a2a.eu
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The A2A Group

at December 31 2008

A2A Spa

Energy

Heatservices

Environment

Networks

The percentage of 61.28% relates to the ordinary shares owned by Transalpina di

Energia TdE The percentage held in the share capital is 60.0% Edison holds o%
of Edipower

Of which 0.38% is held through Asm Reti

Formerly Endesa Italia SpA.

Note that there are call and put options on another stake in the company

This chart shows the principal investments of the A2A Group See attachments 234
and for full list of investments

ioo.oo%

A2ATrading

ioo.oo%

Asm Elettricità

ioo.oo%
Asm Reti

48.86%
ASVT2

91.60%

Retragas

32.52%

Società Servizi

Valdisotto

ioo.oo%

Aem Elettricità

ioo.oo%
Aem Gas

99.98%
Bas Sil

ioo.oo%

Retrasm

74.50%
Camuna

Energia

67.00%
Seasm

ioo.oo%

A2A Calore

Servizi

ioo.oo%

Asm Calore

Servizi

98.08%
AzA Coriance

ioo.oo%

Coriance

51.00%
Asm Servizi

50.00%
Asm Novara

49.00%
Malpensa

Energia

6o.oo%

Proaris

Energen

o.oo%
Ergosud

Other companies
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Key figures of the A2A Group

Revenues 6094 million euro

Gross profit from operations io68 million euro

Net profit 316 million euro

Income statement 01 01 2008 01012007
Millions of euro 12 31 zooS 12 31 2007

Restated

Revenues 6094 2814

Operating costs 4ç 2131

Labour costs 453 144

Gross profit from operations io68 539

Depreciation amortisation provisions and writedowns 369 179

Net profit from operations 699 360

Financial costs 4C 64

Other non-operating profits

Other non-operatingcosts

Profit before tax 57 421

Incometaxexpense 27 52

Net result from non-current assets sold or held for sale

Minority interests

Net profit for the year pertaining to the group 316 292

Gross profit from operations/Net revenues 17.5% 19.2%

Figures related to the former AEM Group

The figures serve as performance indicators as required by CESRN/oS/178/B
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Significant events during

theyear of the Group

Atel public share exchange offer

The public offer to exchange shares in Atel S.A for shares in Atel Holding S.A closed on

January 112008 A2A S.p.A exchanged 174855 Atel S.A shares for 1403211 Atel Holding S.A

shares Following this exchange A2A S.p.A now holds 6.43% of Atel Holding S.A.

A2A S.p.A and the Municipality of Sesto San Giovanni creation of

partnership

On January i8 2008 A2A S.p.A sold 40% of Proaris S.r.l to the Municipality of Sesto San

Giovanni in order to create partnership to clean up the water-bearing stratum

simultaneously producing clean heat and electricity before releasing the purified water

Under the shareholder agreements the Chairman of the Board of Director swill be nominated

by the Municipality of Sesto San Giovanni whereas the Managing Director will be nominated by

A2A S.p.A

Constitutional Court-Law 266 of December 23 2005 article paras

483 from 485 to 488 and 492

With sentence passed on January i8 2008 the Constitutional Court declared the

illegitimacy of certain provisions of Law 266 of December 23 2005 article paras 483485-

488 and 492 which contain detailed regulations on water concessions for hydroelectric

purposes consisting of transitional rules with immediate effect as well as rules to be applied

once the system is up and running In particular the Court decided that there were conflicts

of attribution between the State and the Regions promoted with the recourse of certain

regional administrations The Court therefore considered unconstitutional the 10-year

extension of the concessions underway at the date when the law came into effect subject to

carrying out suitable plant modernisation works as this damaged the competitive

competence of the Regions in the production transport and distribution of energy on

national basis as per article 117.3 of the Constitution For further details on the accounting

effects of the application of this decision reference should be made to note of the

consolidated financial statements

13
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Sgnficant events durngtheyesroftheGroup

A2As stake in Edipower S.p.A rises to 20%

On January 31 2008 the transfer was completed of 28826000 Edipower shares 2% of the

share capital representing the last tranche of the shares subject to the
put

and call options

exercised in July 2007 by Unicredit S.p.A.

As result of this transaction A2A S.p.A.s interest in Edipower S.p.A has increased to 20%

A2A S.p.A Appointment of the members of the Supervisory Board

On February 22 2008 the Shareholders Meeting of A2A S.p.A appointed the Supervisory

Board for three years based on voting list consisting of the following members

Renzo Capra Chairman

Alberto SciumŁ Deputy Chairman

Claudio Buizza

Adriano Bandiera

Antonio Capezzuto

Darlo Cassinelli

Pierfrancesco Cuter

Gianni Castelli

Luigi Morgano

Marco Miccinesi

Angelo Rampinelli Rota

Cesare Spreafico

taken from the list of candidates presented jointly by the Municipality of Brescia and the

Municipality of Milan together the holders directly or indirectly through subsidiaries of

54.912% of the share capital

Antonio Matteo Taormina

Massimo Perona

taken from the list of candidates presented by the minority shareholder Atel ltalia Holding

S.r.l

Tancredi Bianchi

taken from the list of candidates presented by the minority shareholder the Municipality of

Bergamo

The new text of the articles of association comes into effect from February 222008 with the

consequent transfer of the registered office to Via Lamarmora 230 Brescia

14
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SignFicantevents duringtheyearoftheGoup

In replacement of Mr Morgano who resigned the Shareholders Meeting of March 31 2008

appointed Mr Giovanni Rizzardi

A2A S.p.A Appointment of the members of the Management Board

meeting of the Supervisory Board of A2A was held on March io 2008 under the

chairmanship of Renzo Capra Once the Nominations Committee had checked that the

candidates had the
necessary requisites the

Supervisory Board unanimously appointed the

following as members of the Management Board

Giuliano Zuccoli Chairman

Luigi Morgano Deputy Chairman

Mario Cocchi

Giovanni Gorno Tampini

Francesco Randazzo

Renato Ravanelli

Simone Rondelli

Paolo Rossetti

Of the members of the Management Boardthe following have the requisites to be considered

independent Giovanni Gorno Tempini Luigi Morgano and Simone Rondelli

2007 draft financial statements of the AEM ASM and AMSA Groups

and pro-formafinancial statements of the A2A Group

On March 27 2008 the Management Board examined and approved the draft financial

statements for 2007 and the
pro- forma figures for 2007 At the end of the review the Board

proposed the distribution of dividend of euro 0.097 per share 38.6% compared with the

previous year

On April 28 2008 the Supervisory Board examined and approved the draft financial

statements and pro-forma figures for 2007

On May 302008 the Shareholders Meeting of AzA S.p.A approved the proposal to distribute

dividend of Euro 0.097 per share which was paid from June 262008 going ex-coupon no

10 on June 232008 for 299 million euro

15
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Significant events during theyear ofthe Group

The Supervisory Board approved the Guidelines for the 2008-2012

Business Plan of the A2A Group prepared by the Management Board

On March 27 2008 the Supervisory Board approved the Guidelines for the 2008-2012

Business Plan prepared by the Management Board

Net of the effects of consolidating the investment in the subsidiary Edison the Plan envisages

capital expenditure during the period of 2.5 billion euro

an average annual rate of growth in gross profit from operations of 7.5% compared with

2007 including synergies deriving from the progressive integration of the activities

carried out by the AEM ASM and AMSA Groups which gave rise to the A2A Group

net financial position before the distribution of dividends down from 3.8 to 2.1 billion

euro

continuation of the share buyback plan in

the distribution of dividend per share not lower than the one proposed to the

Shareholders Meeting for 2007

A2A intends to concentrate the industrial development of the Group in four areas of activity

Energy The development of electricity sales in the period 2007-2012 from 28 to 33 billion

kwh will be possible thanks to completion of the investments in the combined-cycle

thermoelectric plants at Gissi CH of 780 MW and at Scandale KR of 720 MW in which the

Group has 50% interest and the acquisition of the generation assets of E.ON Produzione

S.p.A formerly Endesa Italia in exchange for the 20% stake held in the company controlled

bythe E.ON Group

As result of these investments by the end of 2009 the A2A Group should already have

installed capacity of 6000 MW 3400 MW at the end of 2007 with an efficient production

mix consisting of gas and coal fed thermoelectric power plants hydroelectric power stations

and wind farms The growth in margins will be sustained by developing the various business

activities which will be subject to careful monitoring of the associated risks
Apart from Italy

A2A is already operating in the
energy

markets of certain foreign countries such as France

Austria Slovenia Germany Switzerland and Greece

In the
gas sector higher demand due to commercial expansion and in-house consumption for

the combined-cycle and cogeneration power stations will raise the availability portfolio to

more than billion cubic metres per year billion in 2007 From the point of view of

utilisations sales on wholesale markets will gradually decline so as to make dual fuel sales on

the end-customer market

A2As objective is to strengthen even more its industrial relations with Edison which will be

called upon to contribute more and more towards vertical integration of the A2A Group in

upstream gas markets From an accounting point of view it is worth remembering that A2A

16
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Significant events durngthe year of the Croup

consolidated Edisons results through its 50% co-subsidiary Transalpina di Energia sri on

proportional basis up until December 31 2007 Last November Edison announced its own

2008-2013 Business Plan which envisages average rates of growth in EBITDA of between

and 8% per year 1602 million euro in 2007 and capital expenditure of billion euro in the

power sector and 3.2 billion euro in the hydrocarbons sector

Environment A2A is leading Italian operator in the field of waste management where

thanks to the activities carried on by the AMSA Aprica and Ecodeco Groups it has presence

in the entire value sector from collection to the treatment of urban and industrial waste also

recyclingthem to produce energy The Group also designs and builds integrated plant systems

for third parties with which it has technological industrial and commercial partnership

The Plan also provides for the construction of io new waste disposal plants and new

incinerator in addition to the five already in operation making it possible to raise the volume

of waste being handled from the current million tonnes to more than million tonnes per

year These investments will make it possible to offset the reduction in profitability during the

period caused by expiry of the CIP incentives for electricity generation by the waste

incinerators currently in operation

There is also expected to be significant room for growth in this sector in Italy construction of

new WTE plants and abroad A2A already has presence
in the UK and Spain These

opportunities were not included in the Business Plan for prudence sake as it will take some

time to choose the best projects to pursue

Heat and services The Business Plan foresees consolidation of the Groups leadership on

the domestic market with an increase in sales of heat from the current billion kWh to more

than billion backed by the construction of more than 700 MW of new cogeneration plants

14 plants including in Milan and by the development of urban distribution networks

Priority will be give in particular to further development in the Bergamo Brescia and Milan

areas and to initiatives already under consideration in various parts of Northern Italy The

contribution that the development of urban district heating networks will make in terms of

lower atmospheric emissions will be emphasised by technological innovation e.g

development of systems for recovering energy from the water-bearing stratum by means of

natural
gas cogeneration systems integrated with heat pumps

Networks The management of electricity gas and water distribution networks sector in

which the A2A Group is present throughout the value sector will make it possible to maintain

portion of its margins associated with regulated tariffs which involve lower risk The plan

foresees stable volumes of electricity and water distributed in 2007 12 billion kWh and 91

million cubic metres respectively and steady increase in the volumes of
gas

distributed

from i.8 to 2.6 billion cubic metres also bytaking part in competitive tenders forthe renewal
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of expired concessions the effect of which will also be gradual reduction in the number of

operators in this sector

The capital investments in this sector will aim to maintain the high quality of the service

already achieved completing the installation of electronic meters for measuring electricity

consumption plan to install electronic meters for gas consumption will also be initiated

during the period of the plan

Period for execution of the plan to buy treasury shares expired

Pursuant to article 144-bis.4 of CONSOB Regulation no 11971/1999 and subsequent

amendments A2A S.p.A the Company communicated that on April 27 2008 the plan to

buytreasury shares came to an end It was approved bythe Companys Shareholders Meeting

on October 272006 the Plan
The Plan involved up to maximum of 180004740 ordinary shares io% of the share capital

at the date of the resolution and had been authorised for 18 months from the date of the

shareholders resolution on October 272006

At the end of the plan the Company holds total of 47434850 ordinary shares equal to 1.51%

of the share capital of which 16159850 already in portfolio in execution of the previous plan

to purchase treasury shares

31275000 ordinary shares have been purchased on the Stock Exchange at an average price of

euro 2.6282 for total of euro 82197249.76

The maximum purchase price under the Plan was Euro 2.8543 per share and therefore within

the limits of the shareholders resolution of October 272006

Purchases on the Stock Exchange began on May 22 2007 and ended on March 192008

The objectives of the Plan were to take advantage of an opportunity to invest liquidity

efficiently in relation to the Companys development and stock market trends to carry out

trading hedging and arbitrage transactions and to permit the use of treasury shares in

transactions linked to current operations and industrial projects in line with the strategies

that the Company intends to pursue as these sometimes involve share exchanges

The purchase of 31275000 ordinary shares took place on the official Stock Exchange where

the Companys shares are traded in compliance with all applicable laws and supervisory

provisions

Lastly it is worth remembering that on March 27 2008 the Management Board resolved to

submit the proposal to renew the authorisation to buy and sell treasury shares within the

maximum limits permitted by law subject to the approval of the Supervisory Board in

accordance with the articles of association
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On the proposal of the Municipality of Brescia seconded by the Municipality of Milan the

Shareholders Meeting of May 30 2008 decided to postpone any resolution on this matter

until the next meeting

Agreement with Cofathec/Gaz de France for the purchase of Cofathec

Coriance S.a.s

On May 29 2008 A2A signed an agreement with Cofathec S.a.s member of the Gaz de

France Group to buy 100% of Cofathec Coriance S.a.s company that operates in France in

the field of district heating and electricity generation from cogeneration plants

Directly as well as indirectly through its subsidiaries Cofathec Coriance manages urban

district heating and district cooling plants on the basis of
long-term

concessions

It runs 20 plants under concession with an installed power of around 670 MWt the company

also has number of minority investments in other plants The plants use various types of

fuelstock cogeneration biomassgeothermy boilers industrial
gases

and waste incineration

The installed electrical power of the cogeneration plants is more than 8o MWe Total output in

2007 came to around 670 Gwht and 250 GWhe The scope of the sale excludes the o%
investment that Coriance holds in Climespace which provides district cooling services in

Paris

The plants are located mainly in the area surrounding Paris and in certain major cities such as

Toulouse and Dijon and are run on the basis of specific concessions granted by the local

authorities These concessions have an average residual duration of around 13 years

In 2007 the assets involved in the sale achieved revenues pro-forma of around 63 million

euro with agross profit from operations of 8.6 million euro These figures only include part of

the results of certain plants that entered production in 2007 and do not include any of those

due to enter production during the current year Production of thermal ener is expected to

rise to more than 800 Gwht in 2008 thanks to the new plants due to enter production

The price paid on July 31 2008 by A2A for the purchase of 100% of Cofathec Coriance S.a.s

now Coriance S.a.s came to 44.6 million euro Coriances consolidated book net debt at the

end of 2007 amounted to 34 million euro for contractual purposes the net financial position

was increased by some million euro to take account of certain provisions and other liabilities

of non-financial nature

The sale of Cofathec Coriance now Coriance S.a.s was one of the conditions imposed by the

European Commission before it would authorise the merger of Gaz de France and Suez

which holds significant proportion of the French district heating
market through Elyo

On July 312008 A2A completed its purchase of ioo% of Cofathec Coriance Sas
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Agreement signed to obtain ownership of certain power plants

belonging to E.ON Produzione S.p.A formerly Endesa Italia S.p.A

having chosen the E.ON formerly Endesa power plants The Group is

diversifying its energy sources and strengthening its position in

renewables

On June 16 2008 A2A signed an agreement with Acciona S.A Enel S.p.A E.ON AG Endesa

S.A Endesa Europa S.L and Endesa Italia S.p.A which gives A2A the right to initiate spin-off

of E.ON Produzione S.p.A formerly Endesa Italia S.p.A As result of the spin-off A2A will

own certain power plants in exchange for its 20% holding in E.ON Produzione S.p.A formerly

Endesa Italia S.p.A.

The operation was already envisaged in A2As 2008-2012 Business Plan

On July 18 2008 A2A exercised its right to choose certain power plants owned by E.ON

Produzione S.p.A formerly Endesa Italia S.p.A thereby initiating the spin-off of this

company as envisaged in the agreement signed on June 16 2008 by A2A S.p.A Acciona S.A

Enel S.p.A EON AG Endesa S.A Endesa Europa S.L and Endesa Italia S.p.A.

In accordance with this agreement the spin-off procedure provides for the setting up of new

corporate vehicle to which the chosen power generation assets will be transferred together

with the related liabilities that are allocated to them A2A will hold 100% of this companys

share capital in exchange for its 20% stake in E.ON Produzione S.p.A formerly Endesa Italia

S.p.A A2A chose the thermoelectric plant at Monfalcone and the hydroelectric nucleus in

Calabria with an installed power of 976 MW and 484 MW respectively

With the acquisition of these plants A2A production availability rises considerably from 4100

MW to 5500 MW with more than 25% of the installed power beingfed by renewable source

Considerable investment that has already been authorised together with the environmental

impact assessment E.l.A is now planned for the Monfalcone plant between now and 2011

this will see on the one hand the disposal of the oil-driven units for an installed power of 640

MW but less efficient and with higher emission factor and on the other hand the

installation of new 8oo MW CCGT alongside the existing coal-fed units thereby raising the

total power of the plant to around 1140 MW
The hydroelectric power plants in Calabria will join the historical complex of pump run-of-

the-river and modulation hydroelectric plants located in Valtellina as well as the nuclei owned

by Edipower in Mese Tusciano and Udine once they have been refurbished and upgraded

they will also generate green certificates like the run-of-the-river plants in the province of

Brescia

The acquisition of the assets of E.ON Produzione S.p.A formerly Endesa Italia S.p.A is linked

to the recent completion of the combined-cycle thermoelectric plant at Gissi province of
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Summary of results assets and

liabilities and financial position

The A2A Group

As result of the merger of AMSA Holding S.p.A and ASM S.p.A with AEM S.p.A now A2A

S.p.A on December 242007 with effect from January 2008 the scope of consolidation has

grown significantly The income statement at December 31 2008 is not comparable with that

of the previous year

As explained in the section entitled Changes in accounting standards and accounting

policies from January 12008 A2A considered it best to change the method of consolidating

joint ventures previously used by the AEM Group

Therefore starting from January 2008 the joint ventures Transalpina di Energia S.r.l

Edipower S.p.A Ergon Energia S.r.l and other minor ones are no longer consolidated on

proportional basis but valued under the equity method In line with this decision the prior

year figures presented for comparison purposes have been restated

As result of the merger with ASM S.p.A from January 2008 A2A S.p.A holds 70% of

Plurigas S.p.A whereas previously AEM S.p.A now A2A S.p.A held 40% of its share capital

and ASM S.p.A 3o% Based on the current shareholder agreements and the articles of

association of Plurigas S.p.A A2A has consolidated its balance sheet income statement and

financial position on line-by-line basis showing 30% of the result andof equity as pertaining

to minority interests In the restated figures at December 31 2007 the 40% investment in

Plurigas S.p.A has been consolidated under the equity method

It should be borne in mind that from July 2007 the income statement includes ioo% of the

Ecodeco Group previously it was fully consolidated with 70% of the result being shown as

pertaining to minority interests Moreover as result of buying another 7.49% from the

second quarter of 2007 the investment in AGAM S.p.A of which the Group now holds

24.99% is valued at equity having previously been carried at cost

Ge.Si Sri Metamer S.r.I Bellisolina Sri Bergamo Pulita S.r.I SED S.r.l and Biotecnica Sri.
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Summary of results assets and liabilities and financial position of the A2A

Group

Following the acquisition of 98.08% of A2A Coriance S.a.s which owns ioo% of Coriance

S.a.s on July31 2008 the Coriance S.a.s Group previously controlled by the Cofatech Group

has now entered the scope of consolidation of A2A as mentioned in the paragraph entitled

Significant events during the period Its results for the period August 2008 to December

312008 and its balance sheet
figures at December 312008 have therefore been consolidated

on line-by-line basis

See the section entitled Change in the scope of consolidation for further details

Results

Millions of euro oi 01 2008

12312008

Revenues

Figures related to the former AEM Group

6094 2814 3280

The reconciliation between net profit and Equity of the parent companyA2A S.p.A and the net

profit and Equity of the Group is reported in note 15 of the consolidated financial statements

In 2008 the consolidated revenues of the Group came to 6094 million euro of which 5963

million was attributable to revenues from sales and services and 131 million to other operating

income

01 012007

12312007
Restated

Change

of which

revenues from salesand services 5963 2771 3192

other operating income 131 43 88

Operating costs 4573 2131 2442

Labour costs 453 309

Gross profit from operations 1068 539 529

Depreciation and amortisation 308 150 158

Provisions and writedowns 61 29 32

Profit from operations 699 360 339

Financial income 23 25

Financial expenses 223 113 110

Gains and losses on valuation of investments at equity 60 152 92

Other non-operating profits 13 13

Othernon-operatingcosts

Profit before tax 572 421 151

Incometaxexpense 227 52 175

Net profit of continuing operations net of tax 345 369 24
Net result from non-current assets sold or held for sale

Minority interests 31 76 45

Net profit for the year pertaining to the Group 316 292 24
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Group

The various areas of activity contributed to total revenues for the year in the following way

Electricity sold to wholesaler and retail customers GWh

Sales on foreign markets are excluded

1231 2008

16578

1231 2007

12355

Sales also benefited from the following quantities produced by the plants managed by the

Group

12312008

9530

Gross profit from operations for the year amounted to 1068 million euro This result reflects

the contribution made by all areas of activity in which the Group operates as shown in the

following table

GrossMillions of euro

profit from

operations

12 312008

Eneri Sector 439 326

The result for the
year was positively influenced by the trend in electricity prices particularly

in the first ten months of the year by higher rainfall in 2008 compared with 2007 which more

than offset the stoppage of the Groupsi and of the hydroelectric station at Premadlo and of

Group of the thermoelectric plant at Cassano dAdda as well as the gradual development of

activities on the main foreign power markets the attendant risks of which are constantly

monitored

Electricity
sold on the Power Exchange 13619 8109

Gas sold to wholesaler and retail customers Mmc 3424 1092

Heat sold GWht 1905 396

Electricity distributed Wh 12160 7526

Gas distributedMmc t8g 1117

Waste disposed of Kton 2360 973

Thermoelectric production GWh

Hydroelectric production GWh 2381 1795

Heat production GWht .765 173

1231 2007

7796

Gross

profit from

operations

1231 2007

Restated

HeatandServicesSector 67 10

Environment Sector 320 70

Networks Sector 276 166

Other Services and Corporate Sector 34 33
Total 1068 539
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The results of the Gas and Heat sectors were positively influenced by the weather which

helped raise the volumes sold to end-customers

The Group result benefited during 2008 from recognition on the part of the AEEG of the

specific company equalisation to cover the effective costs incurred by AEM Elettricità S.p.A of

48 million euro

Depreciation amortisation provisions and writedowns amount to 369 million euro This

caption is made up of for i6 million euro of amortisation 292 million euro of depreciation 22

million euro of writedowns of fixed assets 38 million euro of provisions for risks and charges

and 22 million of provisions for bad and doubtful accounts partly offset for 21 million euro by

releasing the excess provision for landfill liabilities that emerged after discounting the

existing value Note that depreciation increased by 17 million euro on the previous year due

to the effects of sentence no.1 of January 182008 of the Constitutional Court applied in the

second half of the year which declared that part of the regulation contained in the Budget

Law 2006 which provided for
10-year extension of hydroelectric concessions was

unconstitutional

As result of these changes the profit from operations amounts to 699 million euro 360

million euro at December 312007

Net financial costs of 140 million euro positive for 64 million euro at December 31 2007

resulted from the combined effects of the following items Financial expenses of
223 million

euro 113 million euro at December 31 2007 partly offset by financial income of 23 million

euro 25 million euro at December 312007 and by the result of investments valued under the

equity method positive for 6o million euro 152 million euro at December 312007

The increase in net financial expenses amounting to 112 million euro compared with the

previous year is due for 26 million to lower gains/higher charges for derivatives million to

the writedown of financial investments million euro to lower dividends and for the

remainder mainly resulting from the rise in
average net debt which is 1.6 billion euro higher

after the mergers mentioned above

The portion of gains and losses on valuation of investments at equity shows decrease of 92

million euro due to the lower result achieved by the Transalpina di Energia Group At

December 31 2008 the figure includes the writedown of the investment in AGAM of million

euro

Other non-operating profits come to 13 million euro zero at December 312007 and refer to

the penalties due to AMSA S.p.A wholly owned by A2A S.p.A as part of the dispute with

Alstom Power S.p.A. Note that at December 31 2007 there were other
non-operating costs

amounting to million euro for the
recovery

of taxes relating to theyears from 1996 to 1999
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Income tax expense amounts to 227 million euro and incorporates the effect of the new

rules introduced by Law 244/07 applicable from January 12008 as well as the recent Decree

Law 112 of 06.25.2008 the so-called Summer 2008 Manoeuvre which brought in 5.5%

surtax for companies operating in the production and sale of
gas

and electricity

The prior year taxes included 41 million euro of deferred tax assets million euro at

December 312008 as result of the evolution that took place in 2007 in the dispute over the

moratorium Law no.46 of April 62007 at the end of the
year

it was considered opportune

to take into account the tax effect of the consolidation entries to eliminate intercompany

gains

The net profit for the year pertaining to the Group less minority interests amounts to 316

million euro 292 million euro at December 312007

For more detailed analysis of the results see the section on the results for each sector of

activity

Balance sheet and financial position

At December 31 2008 consolidated net capital employed amounted to 8206 million

euro funded by shareholders equity 4722 million euro of which 848 million pertaining to

minority interests and net financial indebtedness 3484 million euro 2094 million euro at

December 312007

The amount of net capital employed increased by 3058 million euro compared with

December 31 2007 This increase is due for 2821 million euro to the change in the scope of

consolidation and for 237 million euro to an increase in net capital employed in 2008

The working capital decreased by 102 million euro during the year mainly because of the

decline in trade receivables and other current asssets and of the increase in trade payables

and other current liabilities

The net capital employed including assets held for sale rose by 343 million euro during the

period principallydue to the increase in property plant and equipment and intangible assets

The consolidated net debt amounts to 3484 million euro at December 31 2008 2094

million euro at December 312007

Net debt grew by 1170 million euro because of the above mentioned mergers Without

payment of the extraordinary dividend of million euro on January 42008 net debt would

have risen by 135 million euro
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Net cash flows from operating activities during the period amount to 548 million euro and

include the change in assets and liabilities of 78 million euro

Net cash flows absorbed by investing activities amount to 455 million euro and include capital

expenditure for property plant and equipment and intangible assets the increase in the value

of investments and the outlay amounting to 43 million euro for the purchase of treasury

shares

Dividends distributed by the parent company amount to 299 million euro while those

distributed by subsidiaries to third parties amount to 14 million euro

Millions of euro 1231 2008

Net capital employed 7033 7380 4906

Property plant and equipment 4.005 3877 2083

Intangible assets 634 540 360

Investments and other non-current financial assets 3103 3856 3016

Other non-current assets/liabilities 47 262 254

Deferred tax assets and liabilities 24

Provisions for risks charges and liabilities for landfills 392 312 169

Employee benefits 264 272 154

Working capital 487 593 246

Inventories 224 175 24

Trade receivables and other current assets
.992 2022 1080

Trade payables and other current liabilities 1693 1626 866

Currenttaxassets/taxliabilities 36 22

Assets/liabilities held for sale 686

TOTAL CAPITAL EMPLOYED 8206 7969 5148

SOURCES OF FUNDS

Equity 4722 4705 3054

Total financial position beyond one year 3159 2725 1697

Total financial position within one year 325 539 397

Total net financial position 3484 3264 2094

TOTAL SOURCES 8206 7969 5148

CAPITAL EMPLOYED

01012008

post-merger

1231 2007
Restated

Net of balances included in net financial
position
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after the closing this being the lock-up period for these investments at price not higher

than the one agreed in the contract signed

Gas meters major commitment also for large meters

The A2A Group has sent letter to thousands of administrators of large condominiums with

suggestions on how to run their central heating systems more efficiently

A2A has for some time been distributing information to all gas customers also together with

their gas bills on the question of the measurement of the volumes distributed and the massive

plan to replace gas meters installed prior to 1990 All of these steps are taking place at time

when the underlying regulations are in constant evolution with
gas distributors involved in

huge effort of technological innovation under the guidance and control of the Authority for

Electricity and Gas Moreover A2A has signed protocol of reconciliation with consumer

associations creating simple rapid and innovative tool for settling disputes with customers

Together with Federutility the national trade association A2A is also discussing the possibility

of other reconciliation agreements with consumer associations Other initiatives aimed at its

customers include specific letter sent by A2A to the administrators of condominiums and all

customers with medium and large metering systems such as condominium or groups of

condominiums fed by single thermal power station and in general those with membrane-

type meters up to class Gioo or turbine-type meters or more rarely rotoid meters In

this letter A2A highlights the fact that whatever the chosen type of meter it is in any case of

certain size based on the level of the customers demand In fact in order to design the plant

correctly and decide on the size of the meter gas
distribution companies need to know the

customers effective demand for
gas to run its boilers A2A draws attention above all to those

cases where the initial demand for
gas bythe customer is higher than the effective requirement

of the boiler that is installed A2A points out that this type of situation can lead not only to

diseconomies but also to less efficiency on the part of the customers heating system

To improve energy efficiency reduce consumption and minimise polluting emissions A2A

suggests calling the attention of the heat manager of choice on two important aspects

when boilers are being replaced to ask for help in choosing the ideal model modulating

load or condensation boilers for example without prejudice to the principle that the

potential of the boiler should always be correlated to the effective requirement of the

heating system

fine-tuning and regulation of the existing boilers for example limiting the number of times

they are switched on and off each day A2A also makes available dedicated telephone

number that customers can call for advice and to check the adequacy of the system they

have decided to install
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A2A Groups business plan

On February i6 2009 the Supervisory Board and the Management Board reviewed the

operating results of 2008 and the 2009-2013 business plan prepared by management

During 2008 the new Group not only had an excellent operating performance but also

achieved important industrial and strategic objectives completing and in certain cases

anticipating the targets laid down in the Business Plan announced during the weeks after the

merger between AEM ASM and AMSA

Of the industrial objectives achieved it is worth mentioning the following

start-up Gissi plant in Abruzzo combined-cycle with installed power of around 8oo MW
an agreement to set up JV with the Gazprom Group at the same time signing contract

to import around billion cubic metres of natural gas peryear from Russia in force from

October 2008

the start-up of new waste disposal plants for around 8oooo tonnes/year

Ecodeco in JV with Greek partner was awarded the contract to build and run waste

disposal plant ITS on the island of Crete 75000 tonnes/anno

Partenope Ambiente newly incorporated company of the A2A Group was awarded

year contract to run the new waste incinerator at Acerra NA and the waste disposal plant

at Caivano NA
the start-up of the cogeneration plant called Canavese in Milan with installed thermal

capacity of 6o MWt

The most important mergers and acquisition concluded in 2008 were the following

the agreement with the E.ON Group the closing
of which is expected to take place in the

first half of 2009 for the A2A Group to pull out of E.ON Produzione formerly Endesa

ltalia by acquiring the business spun off from the company consisting of the

thermoelectric plant in Monfalcone with oil and coal-fed groups for total of 980 MW
and of the hydroelectric hub in Calabria 490 MW
the acquisition of Coriance which

operates in France in the field of cogeneration and

district heating for urban uses with around 700 MWt of installed capacity

the agreement signed in January 2009 with the Municipality of Varese for the acquisition

of Aspem Varese 90% multi-service operator in the gas water and district heating

sectors in the province of Varese

the support to the merger operation between ACSM Como and AGAM Monza A2A holds

21.9% of the new company and is the reference industrial shareholder

During 2008 great deal of attention was given to the process of integration between the

various corporate groups that have joined A2A layingthe organisational process and IT bases

to achieve significant operational synergies over the coming years
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Signiflcarit events after December31 2008

The new Business Plan includes the effects of the crisis in the macroeconomic scenario on

the profitability of the energy sector and foresees

capital expenditure during the period of 2.8 billion euro of which 1.9 to help the

development of new production capacity in the sectors in which the Group operates

an average annual rate of growth in gross profit from operations of on the 2008 pre

closing result and of 7.5% on the 2008 pre-closing result excluding non-recurring items

lower net financial position than at the end of 2008 amounting to 3.2 billion euro It

receives annual dividends over the period of the Plan in line with ordinary dividends paid

during 2008

During the period of the Plan management intends to concentrate the A2A Groups industrial

development in the four business areas in which it operates

Energy The development of electricity sales from 23 to 30 billion kWh will be possible

thanks to completion of the investments in the combined-cycle thermoelectric plants at

Gissi CH and absorption of the generation assets of E.ON Italia the start-up expected in

mid-2010 of the plant at Scandale in Calabria 750 MW in which A2A has 50% interest and

transformation of the present oil-driven groups installed in the Monfalcone plant 580

MW into modern combined-cycle of 8ooMW with significant increase in production

efficiency

As result of these investments by mid-2009 the A2A Group will have installed capacity of

5400 MW 3400 MW at the end of 2007 which will rise to 6ooo MW by the end of the

period with an efficient production mix consisting of gas
and coal fed thermoelectric

power plants hydroelectric power stations and environmental unit costs lower than the

average of the system

Enhancement of the production assets will be helped by careful integrated management of

the power-gas portfolio and by further gradual development of the trading activity

which is constantly monitored for attendant risks In addition to the Italian market A2A is

already active as an operator in the electricity market in France Austria Slovenia

Germany Switzerland and Greece

In the gas sector higher demand due to commercial expansion and in-house consumption

for the combined-cycle and cogeneration power stations will raise the availability portfolio

to more than billion cubic metres per year 52 billion in 2007 Hence the strategic

importance of the agreement signed in recent months with the Gazprom Group and of the

joint control over Edison company that can gradually ensure the vertical integration of

the A2A Group in the upstream segments of the gas market

Environment 2008 confirmed that A2A is leading Italian operator in the field of waste

management where the Group has presence in the entire value sector from collection to the

treatment of urban and industrial waste also recycling them to produce energy
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Signfticant events after December31 2.008

In this sector the Plan provides for the construction of new waste disposal plants and two new

incinerators which will make it possible to increase the volumes handled from 2.9 to 4.3

million tonnes/year The production of electricity from waste incineration is expected to rise

from i.i to 1.7 billion kwh

Cogeneration and District HeatingThe Business Plan envisages consolidation oftheA2A

Groups leadership at national level with an increase in sales of heat from i.8 billion kWht to

2.8 billion helped by the construction of new cogeneration plants for over 600 MWt and by

the development of distribution networks in various towns in the provinces of Novara Varese

Bergamo Brescia and Milan The contribution that the development of urban district heating

networks will make in terms of lower atmospheric emissions will be emphasised by

technological innovation e.g development of systemsfor recovering energy from the water-

bearing stratum by means of natural gas cogeneration systems integrated with heat pumps

Networks The management of electricity gas and water distribution networks sector in

which the A2A Group is present throughout the value sector will make it possible to maintain

portion of its margins associated with regulated tariffs which involve lower risk The capital

investments in this sector will aim to maintain the high quality of the service already achieved

completing the installation of electronic meters for measuring electricity consumption As

soon as approved devices are available plan to install electronic meters for
gas

consumption will also be initiated duringthe period of the plan in accordance with the recent

resolution oftheAuthorityfor Electricity and Gas

SEA acquires 49% of Malpensa Energia from A3A S.p.A

On March 19 2009 SEA S.p.A acquired from A2A S.p.A 49% of Malpensa Energia S.r.l

company that has in subconcession the management of the cogeneration plants at Malpensa

and Linate airports

With the transactions the total value of which is 4.4 million euro the investment of Sea in

Malpensa Energia rises from 51% to 100% of the share capital

This sale of its minority holding forms part of A2As ongoing plan to rationalise its equity

investments

The transaction is subject to the approval of the Competition Authority
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In 2009 the Groups results will be affected by the deterioration in the macroeconomic

scenario alt eady visible during the closing months of 2008

However despite the volatility offuel prices on international markets and regulatory context

that is in continuous evolution positive results are expected in 2009 in hne with the industrial

development of the A2A Group in the four business areas in which it operates as announced

at the time that the new Strategic Plan 2009-2013 was presented

In particular in 2009 the Energy sector expects to see the start up of the second group at the

Gissi thermoelectric plant and inclusion of the generation assets of EON ltalia

In the
gas sector higher demand due to commercial expansion and in-house consumption for

the combined-cycle and cogeneration power stations will raise the availability portfolio to

around billion cubic metres Hence the strategic importance of the agreement signed
in aoo8

with the Gazprom Group and of the joint control over Edison company that can gradually

ensure the vertical integration of the A2A Group in the upstream segments of the gas market

In 2009 the Environment sector will see work to expand the Castenedolo platform and work

on the waste washing plant in Brescia as well as the start-up of the industrial waste treatment

plant at Giussago

On the other hand the Cavriana and Vigevano landfills for special waste are nearingtheir limit

Lastly two stoppages are foreseen at the incineration plan of Brescia for extraordinary

maintenance

The Cogeneration and District Heating sector in 2009 expects to see the entry into service

of the Canavese plant and the development of new cogeneration plants in towns in the

provinces of Milan start of construction works on the Bovisa and Comasina plants and

Bergamo entry into service of the Goltara and Monterosso plants
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Proposed allocation of the net

profit at December 31 2008

and dividend distribution

The financial statements of A2A S.p.A at December 31 2008 closes with net profit of euro

171704668.00

If you agree
with the

accounting policies and principles used in
preparing the financial

statements we would inviteyou

to approve

the Report of the Management Board

the balance sheet income statement and explanatory notes which show net profit of

euro 171704668.00 as presented by the Management Board taken as whole and as

individual items with the proposed allocations and provisions

to allocate the net profit for the year amounting to euro 171704668.00 as follows

euro 8585233.40 to the legal reserve

the remaining part to dividends of euro 0.097 per ordinary share in circulation

withdrawing the necessary amount from other reserves

As regards the number of shares in circulation at March 312009 3105987668 shares taking

into account the 26917609 treasury shares in portfolio the distribution of dividend of euro

0.097 per share would come to total of euro 301280803.80 the amount to be taken from

other reserves would therefore amount to euro 138161369.20

Dividends no longer attract any tax credit and depending who the recipient is they may be

subject to withholding tax at source or in part contribute towards taxable income The

dividend will be payable from June 252009 going ex-coupon on June 222009

The Management Boards
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The A2A Group operates in the production sale and distribution of gas and electricity district

heating environmental services and the integrated water cycle These activties in turn form

part of the followmg sectors

Energy Sector

Heat and Services Sector

Environment Sector

Networks Sector

Other Services and Corporate Sector
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Energy Scctcr

Recent regulatory changes in the power sector

Production

Of the new regulations issued at the end of 2008 of particular importance for the electricity

sector was Decree Law 172/08 concerning the waste collection emergency in Campania

subsequently converted into Law 210/08 and the decree issued by the Ministryfor Economic

Development together with the Environment Ministry on December 18 2008 Ministerial

Decree of December 18 2008 regarding incentives for energy produced by renewable

sources In particular the former integrated the reform of the renewable source incentive

system adopted with Law 244/07 2008 Budget Law with regard to incentives for the

construction of incinerators whereas the latter included number of measures needed to

make the incentive mechanisms introduced by the 2008 Budget Law operative

Green certificates

On March 2008 Gestore dei Servizi Elettrici GSE pursuant to article 2.148 of the 2008

Budget Law communicated the offer price i.e the reference price of its Green Certificates

for 2008 This price is 112.88 euro/MWh net of VAT calculated as the difference between the

reference value established on the first adoption of article para 148 of the 2008 Budget

Law of i8o.oo euro/MWh and the average annual selling price of electricity in 2007 as per

article 13 para of D.Lgs 387/03 of 67.12 euro/MWh fixed by the Authority with resolution

ARG/elt 24/08

On February3 2009 GSE established the offer price of its Green Certificates for 2009 as well

This price calculated using the same mechanism as above came to 88.66 euro/MWh net of

VAT versus an average annual selling price of electricity in 2008 of 91.34 euro/MWh Authority

resolution ARG/elt 10/09 Moreover in application of article i.i of DM December 182008 it

announced that by the end of March 2009 the holders of Green Certificates issued for

production in 2006 2007 and 2008 except for those relating to cogeneration plants

combined with district heating will be able to ask GSE to withdraw their Green Certificates at

price of 98.00 euro/MWh net of IVA These Green Certificates will be withdrawn by the end

ofJune 2009

Cogeneration

With resolution 307/07 the Authority confirmed the validity of the reference parameters for

the recognition of the combined production of electricity and heat by cogeneration currently

in effect pursuant to article 3.1
of Authority resolution no 42/02 for the period from January

12008 to December 312009
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With resolution ARG/elt 145/08 the Authority changed resolution 42/02 so as to allow it to be

applied also to cogeneration plants fed with renewable sources in the absence of co

combustion

Dedicated withdrawal

On the other hand with resolution ARG/elt 109/08 the Authority revised for 2008 the

minimum prices guaranteed by resolution 280/07 for energy produced by hydroelectric

plants with an average annual nominal power of up to MW The guaranteed minimum prices

foreseen by paragraph 7.5 of resolution 280/07 will continue to be applied for the entire year

for plants with nominal power of less than MW fed by renewable sources other than the

water used by hydroelectric schemes Only with communication on January 272009 at the

time of the annual update did the Authority introduce for the first time differentiation

between the minimum prices awarded to hydroelectric plants compared with those awarded

to plants fed by renewable sources again within the limits of the same minimum power

With resolution ARGJelt 176/08 the Authority decided to charge to the Account for new plants

fed by renewable and assimilated energy sources the onerous quota which amounts to 1.8

million euro of the balancing fees as per article 8.8.2 of Attachment to resolution no

280/07 allocated by Terna to GSE for the period from January 2008 and May31 2008 as an

exception to the provisions of that particular paragraph The exception was made so as not to

attribute to producers that opted for the dedicated withdrawal the effects of the critical

situations
deriving

from the period of transition from the system as per resolution no.34/05

and the one currently in force

On-the-spot exchange

With resolution ARG/elt 184/08 the
Authority adopted number of supplementary measures

with reference to the rules for on-the-spot exchange as per resolution ARG/elt 74/08 and

related Attachment the Integrated Text on On-The-Spot Exchange OTSE In particular it is

envisaged that for those asking for on-the-spot exchange in accordance with the OTSE within

30 days after the end of the quarter in which the on-the-spot exchange agreement is signed

GSE has to pay contribution of 50 euro for each kW of power produced by the plant This

contribution is gradually reabsorbed with subsequent payments on account and equalisations

foreseen by GSE in application of resolution no 74/08 For on-the-spot exchange requests

presented by December 31 2008 the advance contribution will have to be paid by April 30

2009
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Dispatching

Following the DPR of April 13 2007 accepting Edison Trading SpAs appeal against AEEGs

instructions regarding the application of the fee for the allocation of rights to use transport

capacity CCI to those that sell energy under bilateral contracts with resolution ARG/elt

53/08 the Authority amended Attachment to resolution 48/04 on dispatching with effect for

all operators and not only for Edison Trading S.p.A. The amendment provides for the

application of the maximum limit of the average CCT charge incurred by operators using

bilateral contracts for the entire period from April 2004 to December 312004 and not only

from August of thatyear Calculations based on these changes have therefore been made to

pay the operators entitled to this compensation to which the companies of the A2A Group

also benefitted

With resolution ARG/elt 97/08 the Authority adopted urgent measures for the dispatching

service It also initiated the process for changing resolution no.111/06 with view to lowering

the charges for the dispatching service which have reached the one of the highest levels ever

recorded A2A Trading appealed against the part of this resolution in which the Authority

established that Terna also had to include the Sicilian plants of Edipower S.p.A in the list of

essential units for the safety of the power system During December 2008 the Lombardy TAR

admitted the appeal by A2A Trading which is now quantifying the damages incurred during

the weeks that the resolution was applied

With resolution ARG/elt 105/08 the Authority laid down for 2008 the conditions for the

remuneration of production capacity availability in orderto achieve and maintain an adequate

supply of electricity for the national power system so as to cover demand with the necessary

reserve margins to cope with any unexpected fluctuations This means that the transitional

method of remuneration of production capacity availability applied from March 2004 based

on Section of resolution 48/04 is continuing though it will come to an end when the new

system is up and running

Emissions trading

Directive 2003/87/CE of the European Parliament and Council of October 132003 introduced

system for trading greenhouse gas emission allowances C02 or EUA quotas within the

Community in order to achieve the objectives of the Kyoto Protocol by means of so-called

flexible instruments The Directive was introduced into Italian law by Decree 216 of April

2006 as subsequently amended and integrated by Decree 51 of March 72008
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In accordance with current Directive the operators of plant that involves CO2 emissions have

to have an authorisation froni the competent national authority Each plant is assigned

emission rights free of charge Each year plant has to have available number of emission

rights quotas to cover the emissions that it has released into the atmosphere buying them if

necessary should the free assignments not be sufficient On the other hand if the plant has

emitted quantity of CO2 that is lower than the rights that it has available free of charge it can

sell the surplus quotas

On May 2007 the European Commission accepted Italys National Plan for Phase II of the

European Emissions Trading System 2008-201 on condition that changes are made to it

including reduction in the total quantity of emission quotas proposed The PNA National

Plan allocation also provided for percentage limit on the quantity assigned to each Manager

for the use of credits deriving from Clean Development Mechanism CER and Joint

Implementation ERU projects implemented in the Community system with Directive

2004/101/CE Ifl order to satisfy the annual obligation to return the quotas In particular

thermoelectric plants have the right to replace CO2 quotas with CER/ERU for up to 19.3% of

the total assigned this figure drops to 7.5% for district heating plants At present this

possibility is benefit as the CER/ERU certificates are quoted on the market at lower price

On November 122008 the Minambiente MSE Committee gave its definitive go-ahead to the

decision to assign CO2 quotas for the period 2008-2012 making the changes requested by the

Commission With resolution 20/08 of November 27 2008 the Environment Ministry

implemented this decision assigning total of around 195 million tonnes of CO2 net of

around 5.8 million tonnes relating to certain companies in the steel industry until such time

that the outcome of certain EU inspections is known

Provisions concerning CUP energy

At the end of December the Budget Law 2008 assigned to the Authority with retroactive

effect from January 2007 full powers to define the CEC Reference to the market prices for

natural gas already adopted by the Authority under resolution 249/06 which established the

value of the CEC component for 2007 therefore seems to be admissible This resolution had

been impugned by the operators but the Council of State rejected the appeal on January 22

2008

With reference to the provisions contained in the Budget Law 2007 regarding
the assignment

of CIP incentives to the plants fed by sources similar to renewables the Budget Law 2008

also laid down that such funding should be granted only to plants built and operating prior to

the date that the law came into effect
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With resolution ARG/elt 154/08 the Authority confirmed for 2008 the methods of calculating

the CEC foreseen for 2007 in resolution 249/06 but modifyingthe method ofdeterminingthe

conventional average fuel price on which the CEC depends so as to take account of the

characteristics of
gas supplies for thermoelectric users

In resolution ARG/elt 77/08 the Authority defines the criteria for granting plant owners that

sell electricity under CIP 6/92 the costs resulting from application of the emissions trading

rules for the purchase of C02 emission certificates

With resolution ARG/elt 80/08 the Authority amended and integrated the provisions of

resolution 113/06 granting owners of plants under CIP 6/92 the costs derivingfrom application

of article 11 of Decree 79/99 on Green Certificates reimbursing these plants for such costs for

the entire period of the related sale agreements and not just for the first eight years of them

Provisions concerning imports

With resolution 329/07 the Authority established the methods and conditions for the

management of import and export congestion on the interconnection network with other

countries for 2008 Similarly the rules for 2009 were laid down in resolution ARG/elt 182/08

Both these measures in line with the principles contained in Regulation EC 1228/2003 of the

European Parliament and Council of June 26 2003 as amended by the decision of the

European Commission 2006/770/CE of November 2006 govern the allocation of

interconnection capacity with market methods by among other things holding explicit

auctions organised by the Network Managers of the various countries including Terna as

well as mechanisms of resellingthe interconnection capacity acquired if it is subsequently not

used

As part of its trading activity A2A Trading was assigned capacity in both 2008 and 2009 to

import and export power across the various frontiers that are interconnected with Italy
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Provisions concerning sales to the Sole Buyer of energy destined for

the captive market and the assignment of CCC

In order to acquire electricity to cover the needs of its higher protection customers at the

best conditions the Sole Buyer organised various auctions during 2008 both physical and

financial in this case for two-way differential contracts designed to cover the risk of volatility

in the Single Nationwide Price for electricity A2A Trading was assigned various contracts for

2008 and 2009 as part of its management of the industrial portfolio

As regards CCC allocations to hedge against the risk of volatility in the fee for allocation of

transport capacity between different zones of the power market for 2008 A2A Trading was

assigned base load and peak load cover for periods of one month and six months for the North

and Sicily Zones At the equivalent auctions held by Terna for 2009 the company was

allocated baseload and peakload cover for the North and Sicily Zones

Provisions concerning deregulation of the electricity market sales to

customers eligible for higher protection and safeguarding

Directive 2003/54/CE requires Member States to adopt suitable measures to leave domestic

electricity market customers free to choose their own supplier from July 2007

On June i8 2007 the Council of Ministers launched Decree Law 73 converted into law 125 of

August 23 2007 in order to define urgent measures for the implementation of the EC

instructions on the liberalisation of energy markets

This decree provides for the creation of separate companies for power distribution and sales

for those companies that at June 302007 were still
handling

both distribution and sales on an

integrated basis AEM Elettricità SpA therefore took steps to transfer to AEM Energia S.p.A

the business relating to the sale of electricity to customers eligible for higher protection

With resolution 349/07 the Authority established selling prices for the sale of electricity

PCV as part of the higher protection service and operators remuneration with effect from

January 12008

The AEEG envisaged the application to all customers eligible for higher protection of fee to

cover the sales and marketing costs involved in the selling activity set at level in line with the

costs incurred by an operator selling on the free market
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Operators providing this higher protection service have the right to remuneration RCV that

varies according to whether they operate through companies that are separate from the

distribution company

With resolution ARG/elt 25/08 compensation mechanism was defined to adjust for

situations of imbalance between the revenues that can be achieved by applying the RCV tariff

component and the costs to be recognised such as to generate difference between costs

and revenues of more than in absolute terms

Other measures

Decree Law 112 of June 25 2008 entitled Urgent measures for economic development

simplification competition stabilisation of public finances and tax redistribution converted

with amendments by Law 133 of August 62008 in article 81 provides for higher income tax

rate to be paid by energy industry operators with certain characteristics

The same Decree Law 112/2008 also imposed ban on passing on the burden of this higher tax

charge to selling prices and established that the Authority was to act as watchdog to ensure

full compliance with the ban The Authority established the methods of supervision with

resolution VIS 109/08

Recent regulatory changes in the natural gas sector

Wholesale

On August 30 2007the Ministryfor Economic Development signed decree that requires gas

importers from November 2007 to use the entire inward transport capacity assigned to

them with view to maximising the availability of gas
in preparation for the coming winter

2007-2008 As already foreseen in 2006 the decree lays down that any failures to use the

available capacity are considered equivalent to unauthorised withdrawals from strategic

stocks subject to fee that the Authority established with resolution no.297/07 for the period

2007-2008 The resolution also suspends application of the penalties for injecting more gas

than foreseen into the storage facilities The obligation to maximise transport capacity was

revoked on March ii 2008
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Retail

With resolution 347/07 the Authority revised the make-up of the QVD component that is

designed to cover the costs of selling natural gas on the retail market providing for

the introduction of fixed fee as well as variable portion

elimination of the right to increase the fees paid by customers with consumption of up to

20 GJ per year

Overall revenues from the new make-up are more or less the same as before

In fact with resolution ARG/gas 89/08 the Authority lays down the methods by which gas

selling companies are to calculate the equalisation balances due by end-customers so as to

ensure application of the supply conditions as redetermined and updated in accordance with

resolution no 79/07 and to permit the recovery of so-called pro-renegotiation charges by

retailers

In fact with resolution no 79/07 the Authority had imposed on natural
gas

wholesalers to

offer their customers that were counterparties in purchase and sale contracts concluded

after January 2005 and still in force during the period January 2006-June 30 2006 new

economic conditions for an amount equal to or less than the one resulting from the

recalculation of the CCI wholesale commercialisation cost with recognition of the charges

incurred for this purpose i.e the pro-renegotiation charges for an amount equal to the

result of multiplying the volumes consumed by end-customers as per resolution no.138/03 by

50% of the difference that came from the wholesalers applying the values calculated in

accordance with resolution no.195/02 during the period January 2006-June 302006

Other measures

Resolution VIS no 79/08 brought to an end the AEEGs investigation of Tidonenergie S.r.l

regarding the application of coefficients which reflect geographical position and climate

in certain localities not in compliance with those established by the AEEG The Authority

found no proof of the infringement and decided that there were no grounds for applying fines

or other sanctions

The Authority also announced that the conduct of ASMEA S.r.l was not such as to constitute

violation of resolution no 300/07 so no sanctions were to be adopted
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Key quantitative and economic data of the sector are reported below

The previous year figures relate only to the AEM Group restated on the basis of the new

definitions of the Groups business sectors and the changes in consolidation policies adopted
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Of the new regulations issued at the end of 2008 of particular importance for the electncity

sector was Decree concerningthe waste collection emergency in Campania and the Decree of

December i8 2008 incentives for
energy produced from renewable sources

As regards the contents of these regulations reference should be made to the section on the

Energy Sector

Other waste legislation

In implementation of EC Directive 1999/31/CE on waste landfills Decree 36 of January13 2003

to which article 827 of Decree 152/06 makes specific reference identifies specific norms for

the correct disposal of waste introducing prescriptions procedures and requisites for landfill

dump management Two of the novelties include the identification of obligations for the

manager after closure of the dump duringthe so called post mortem period which lasts 30

years and new classification of landfills into three categories landfills for inert non

dangerous and dangerous waste Decree 36/2003 also identifies fourteen categories of waste

that cannot be dumped in landfills laying down generally that waste materials can only be

dumped in landfills after they have been treated except for inert waste that technically

cannot be treated and those for which treatment does not help achieve the aims of the decree

and for which treatment is not essential to comply with the legal limits

The deadline for being able to dump the types of waste listed in Decree Law 36/2003 has been

extended to December 31 2009 with Decree Law 208 of 12/30/2008 called Milleproroghe

thousand extension decree

Landfills for inert refuse and specialist dumps for asbestos cement are still excluded from the

benefit of this extension

With reference to the use of biological sludge and compost in agriculture Directive 91/676

the Nitrates Directive limits the maximum load of organic nitrate distributable in

agriculture and this was introduced into Italian law by Decree 152/06

Articles 92 and 112 of Decree 152/06 delegate to the Regions the task of regulating the use in

agriculture
of the effluents from animal husbandry as well as tllat of preparing obligatory

plans of action for the protection and cleansing of waters from the pollution caused by

agricultural nitrates

The action plans also identify the periods when it is prohibited to spread any kind of fertiliser

on fields

With DGR no 5215 of August 2007 the Lombardy Region adopted the integration with

changes to the plan of action for the protection and cleansing of waters from the pollution

caused by agricultural nitrates in vulnerable areas Article 19 of this DGR established that the
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In 2008 the Environment Sector shows revenues of 778 million euro and Gross profit from

operations of 320 million euro

After absorbmgASM and AMSA which operated in the collection processing and disposal of

waste in Milan and neighbouring towns and Ecodeco which was already controlled by A2A

the A2A Group has become an integrated operator in all of the phases making up the

waste management sector The A2A Group has some of the most modern plants in the whole

of Europe and specialises in the use of extremely innovative technologies

At present the sector has five WTE incinerators in Milan Pavia Brescia and Bergamo as well

as plants for the processing and recovery of industrial and urban wastes

The Groups WTE incinerators and biogas plants produce electricity for total of ii TWh/year

The waste collected in the provinces of Milan Brescia and Bergamo amounts to around og

Mton/year while the overall volume of waste disposed of and recovered comes to around 30

Mton/year

Capital expenditure during the year amounted to flu million euro mainly for works on the

waste incineration plants 26 million euro and renewal of the plants and vehicles used for

refuse collection and street sweeping 19 million euro
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Recent regulatory changes in the distribution sector

NATURAL GAS DISTRIBUTION DIVISION

The Emergency Intervention Service in 2006

In closing the investigation begun with resolution 185/07 in relation to the violation by AEM

Gas in 2006 of the provisions of article 11.2 of resolution 168/04 regarding the gas emergency

intervention service which requires the
gas company to arrive on site within 6o minutes of

call 90% of the time the Authority notified to the company VIS no 46/08 with which it

inflicted fine of 1493000 euro in accordance with article 2.20.c of Law 481/95 The

Company has appealed to the TAR against this decision

In this regard we would also point out that following clarification on the part of the Authority

concerning the correct application of fines for violations of the general standards of

emergency intervention as per article 23 of resolution 168/04 which requires arrival on site

within 6o minutes of call 95% of the time the Cassa was asked for rebate of 829000 euro

unduly paid for the Milan and Segrate plants in 2007

Assignment of the gas distribution service

Recently the legislator again intervened in connection with the end of the transition period

firstly during the conversion into law of Decree 159 of October 2007 and then with the

approval of the Budget Law Law 244/07 This introduced the fact that the new tenders for

awarding the service would have to be called within years of the Ministers identifying the

best location and this in turn will have to be identified for each territorial basin by the end of

November 2008

During 2008 the Authority launched consultation for the definition of optimal minimum

catchment areas identifying of them with around 350000 redelivery points

This consultation has not yet been followed by any provision

In September 2008 the Authority approved the proposal for ranking system for the offers

presented according to the public procedure to identify suppliers of last resort for the

thermal
year 2008-2009 Only ENI and ENEL took part in the tender
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Distribution tariffs

The Authority extended for the period October 2008-December 312008 the validity of the

tariff proposals for the distribution of natural gas and other types of gas approved for the

thermal
year 2007-2008

Resolution VIS no 85/08 brought to an end the AEEGs investigation of ASM Reti S.p.A

regarding the application of coefficients in certain localities not in compliance with those

established by the AEEG

The Authority found no proof of the infringement and decided that there were no grounds for

applying fines or other sanctions

Gas measuring devices

With resolution ARG/Gas 155/08 the Authority made it obligatory to install remote control

measurement devices for all points of redelivery in the natural
gas

distribution networks The

deadline for this will be the end of 2016 with conversion planned gradually over time

according to the class of measuring device

TRANSPORT OF NATURAL GAS

Resolution no 102/08 approved Retragas S.r.l.s tariff proposals for the transport and

dispatching of natural gas in implementation of resolution no.166/05

With regard to this with note dated December 2008 the CCSE communicated that the

amount of equalisation in thermal
year 2007-2008 for Retragas S.rJ came to Euro

1338902.06 This was calculated as the difference between the effective transport revenues

deriving from application of the CRr capacity fee which is applied to the capacity effectively

granted at the same rate throughout the country and the amount of transport revenues

calculated by applying the specific company fee to the same revenues

DISTRIBUTION OF ELECTRICITY

Ta riff regime

With resolution 348/07 the Authority adopted the Integrated Text concerning the regulation

of powertransmission distribution and measurement services for the third regulatory period

2008-2011 Attachment

The purpose of this provision is to go beyond the system based on tariff options proposed by

the distribution companies foreseeing the application of single
tariff set by the Authority
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Up to March 31 though only to users for other medium and low voltage uses the distribution

companies applied the distribution tariff options in force at December 31 2007 lowered to

take account of the new revenue restrictions imposed on the companies for the
year

2008

This measure provides
for general equalisation regime as well as specific company

equalisation system guaranteeing coverage of any variances in the costs incurred by

companies for reasons outside their control

In particular there are equalisation mechanisms for Vi restricted revenues and equalisation

mechanisms forthe sales and marketing costs involved in distribution With resolution Arg/elt

30/08 the Authority defined the equalisation mechanism for the sales and marketing costs

incurred by distribution companies for low tension customers to protect their economic and

financial equilibrium as result of the reorganisation of the sector that followed completion

of the deregulation process

In order to determine tariff levels

the recognised rate of return on capital employed has been set at 7% for the distribution

service including related commercial activities and at 7.2% for the measurement service

as regards the portion of the tariff components designed to cover operating costs the

provision sets target annual increase in productivity X-factor which would make it

possible to transfer to end-customers within eightyears for transmission and distribution

and within six years for the measurement service of higher efficiency recoveries already

achieved by the companies in the second regulatory period namely 1.9% for distribution

and 5.0% for the measurement service national averages

with reference to the annual updates the depreciation charge is excluded from the field of

application of the price-cap

The Integrated Text also introduces tariff mechanisms designed to promote types of

investments considered particularly useful for the development and efficiency of distribution

network infrastructures integrating the incentives provided by the quality regulations

These investments will be selected be defining suitable effectiveness indices

As regards the measurement service the useful life of the low-tension meters has been

revised giving them duration of years

Companies are also recognised an additional depreciation charge in connection with the

meters eliminated prior to the end of their standard useful life 20 years

With resolution Arg/elt 30/08 the Authority provided for revenue equalisation mechanism

for the measurement service at low-tension withdrawal points in order to guarantee that the

remuneration of the investment in electronic meters and electronic measurement recording

devices at low-tension withdrawal points and the depreciation on electromechanical meters

that have been eliminated to replace them with electronic ones are attributed to the
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distribution companies that have effectively made such investments There is also provision

for penalty system for non-compliance with the obligatory installation objectives laid down

in resolution no 292/06

In particular the equalisation for the charges incurred for the installation of measuring

devices at December 312005 will be implemented this is of interest to ASM Elettricità

With provision ARG/elt 121/08 based on the investigation carried out to implement resolution

no.96/04 the Authorityfor Electricity and Gas approved the amount of the specific company

correction factor applicable to revenues admitted to cover distribution costs which is

needed to calculate the amount of specific company equalisation to cover costs due to

external variables outwith the control of AEM Elettricità and not paid for by tariff revenues

The specific company equalisation recognised for 2004 amounts to 13.3 million euro

With resolution Arg/elt 8/08 the Authority defined for ASM Distribuzione Elettricità S.r.l the

specific company correction factor applicable to revenues admitted to cover distribution

costs for the
year 2004 which corresponds to specific company equalisation recognised for

an amount of 4.19 million euro

For the years 2005-2007 this correction factor will be updated in accordance with the

method adopted by the Authority with resolution no 316/07 depending on the amount

invested by the company With resolution ARG/elt 196/08 the Authority updated the value of

the CSA specific correction factor to be used in calculatingthe amounts of specific company

equalisation owing to AEM Elettricità and ASM Elettricità for the years 2005 and 2006

Considering the amount of equalised revenues to which the definitive CSA is to be applied

these figure for 2005 come to 13.147 million euro for AEM Elettricità and 4.072 million euro for

ASM Elettricità

For 2006 the AEEG still has to establish the amount of equalised revenues to which the CSA is

to be applied In relation to the value of the CSA these companies were also awarded an

advance payment equal to 8o% of the specific company equalisation decided for 2004

The methods for applying and updating the specific company correction factor to determine

the amount of equalisation for the regulation period 2008-2011 were established by

resolution ARG/elt 30/08 they provide for an investigation on the part of the Authority which

to date has notyet been initiated

With resolution ARG/elt 62/08 the Authority ordered the payment of the specific company

equalisation by way of an advance subject to balance to the companies that benefit from

this system and for which the Authority has set the CSA factor for solar year 2004 The

amounts advanced for the
years 2005 2006 and 2007 are 80% of the amount calculated by

the Authority for 2004

76



Report on operations Year 2008

Networks Sector

Hence

as regards ASM Elettricità the Cassa paid at the end of June 2008 subject to equalisation

an amount equal to 3.3 million euro per year by way of specific company equalisation for

the period 2005-2007 An amount of 419242720 euro was recognised and paid to the

distributor by way of specific company equalisation for the year 2004

as regards AEM Elettricità the amounts for 2004 were paid by way of specific company

equalisation followingthe end of the related investigation while 45.1 million euro was paid

as an advance for the years 2005-2007 subject to equalisation

Social tariff

With resolution 117/08 the AEEG implemented the social tariff which is mechanism for

offsetting the expense of supplying electricity to large families with low incomes depending

on the number of members There is also form of compensation for people with physical

disabilities

The electricity distributors and ANCI the national association of Italian municipalities have

worked together to introduce SGATE which is system for managing electricity subsidies

This allows Italian municipalities to fulfil their legislative obligations by providing

compensation for the cost of electricity supplied to low income domestic customers

Service quality and continuity

The Authority approved with resolution 333/07 the Integrated Text for the Quality of the

Electricity Service I.T.Q.E for the third regulatory period

As regards the regulation of service continuity one novelty is the introduction of an incentive

based on the number of interruptions alongside the mechanism for regulating the

accumulated duration of the interruptions

In accordance with article 22.4 of resolution 333/07 the Authority ascertained and published

with resolution ARG/elt 165/08 for each territorial area the recoveries of service continuity

achieved by distribution firms during 2007

Incentives of 1560596.78 euro have been recognised to ASM Distribuzione Elettricità for

2007

Incentives of 1377646.26 euro have been recognised to AEM Elettricità for 2007

Interruptions of the electricity service in November2006

With resolution VIS 114/08 the Authority closed the investigation initiated by resolution

238/06 into the causes of the blackout that took place on November 2006 as result of

disturbances on the cross-border interconnection network and the national grid which led to
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the Italian electricity network being completely disconnected from the European power

system leaving end-customers in various regions disconnected

The ERGEG report prepared as part of the international investigation had already attributed

responsibility for this event to the lack of coordination between European network managers

and the non-verification of safety condition N-i

Given that the
investigations

that have been carried out on the conduct of the operators in

Italy have made it possible to verify compliance by all concerned with the instructions of the

Network Code applicable at that time the Authority considered it opportune not to proceed

with formal investigations against these operators as their conduct was in line with current

regulations

ENERGY EFFICIENCY

Pursuant to the decrees of the Ministry of Productive Activities and the Minister of the

Environment of July 20 2004forthe period 2005-2009 distributors of electricity and natural

gas who on December 312001 served at least iooooo end-customers are required to comply

with specific savings objectives in proportion to the amount of energy distributed

In order to achieve these objectives distributors will be able to develop energy saving

projects in compliance with the provisions of Law 239/04 Marzano Law and the related

implementation instructions especially in matters concerning post-meter activity

On December 21 2007 the Ministry for Economic Development issued decree revising and

updating the decrees issued on July 20 2004 In particular the decree revises upwards the

national energy savings objectives previously determined in 2004 for the electricity and gas

sector for the
years

2008 and 2009 and establishes new objectives for the three-year period

2010-2012

Tariff grant

With resolution 345/07 the Authority confirmed the value of 100 euro per toe for each type

and II certificate cancelled in May2009 in orderto achieve the specific savingtargets for 2008

With resolution EEN no 31/08 the Authority extended to December 31 2008 the September

30 deadline for any changes in the above tariff grant with reference to the cancellation by the

obligatory distributors in May 2010 of the rights corresponding to the specific savings

objectives for 2009
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Energy savings objectives for the year 2008

Resolution EEN 1/08 subsequently amended by resolution EEN no 8/08 for the figures

relating to
gas distributors established specific energy savings objectives for 2008 by

individual obligatory distributor

For A2A Group companies these objectives are

AEM Elettricità S.p.A 34383 toe tons of oil equivalent

ASM Elettricità S.p.A 19842 toe tons of oil equivalent

AEM Gas S.p.A 41727 toe tons of oil equivalent

ASM Reti S.p.A 16283 toe tons of oil equivalent

INSTRUCTIONS ON ACCOUNTING AND FUNCTIONAL UNBUNDLING

With resolution no 11/07 partially amended by resolution no 253/07 the Authority issued an

Integrated Text on administrative and accounting unbundling for companies operating in the

electricity and gas sectors modifying the current rules established by resolutions 310/01 and

311/01

In particular the resolution introduces obligations for vertically integrated groups to

unbundle the management of key infrastructures including electricity distribution

measurement and transmission and
gas transport and the activities carried on in the free

market The purpose is to ensure neutrality in the management of these infrastructures and

to avoid discrimination in the access to commercially sensitive information and cross-

transfers of resources between segments of the sectors

To this end the plan is to give these unbundled activities decision-making and organisational

autonomy by having them administered by an Independent Manager The deadline for

unbundling which was initially set for January 2008 except for the unbundling of

distribution and measurement which will run from 2010 in the electricity sector and from

2012 in the gas sector was postponed until June 302008 by resolution no 253/07

The new rules on accounting unbundling on the other hand are expected to come into effect

in the first financial period that commences after December 312006 with the possibility of

one-year delay requested by the Group

Following the appeal against this resolution by various operators on December 18 the

Lombardy TAR rejected the request for the resolution to be cancelled for lack of powers on

the part of the AEEG but it did cancel that part of the resolution that said that the executives

should also form part of the Independent Manager

Various operators
and the Authority have appealed against this sentence Considering the

ongoing litigation and the failure to define Guidelines for preparing plan of the various steps
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needed to implement unbundling as per Attachment of resolution 11/2007 the Authority

announced that the June 302008 deadline for
setting up the Independent Manager was not

to be considered final

These Guidelines were published in September with resolution ARG/com 132/08

The court case relating to the instructions for functional unbundling on the other hand came

to an end in February 2009 with the sentence of the Council of State which in substance

confirmed the positions of the Authority

As regards implementation of the Authoritys instructions by the A2A Group given that April

2009 with retroactive effect from January 2009 for tax and accounting purposes will

see completion of the absorption of ASM Elettricità and ASM Reti by AEM Elettricità and AEM

Distribuzione Gas respectively the Group has taken steps to comply with the obligations of

independent managers only for AEM Distribuzione Elettricità and AEM Distribuzione Gas as

these are the merging companies

INTEGRATED WATER SERVICE

After Decree 152 of April 2006 Rules on environmental matters and regional Law i8 of

August 2006 came into force the Ambit Conference of the Optimal Territorial Ambit

O.T.A for the province of Brescia passed resolution of December 212006 which approved

the preliminary steps needed to set it up in the form of consortium under article 31 of Decree

267/2000 and subsequent amendments in order to comply with the above legislative

requirements

On June 2007 the local government agencies included in the OTA signed an Agreement

which set up Consortium entitled Ambit Authority for the Province of Brescia

Details of the tariff plan for the integrated water service in the Province of Brescia are

contained in the Ambit Plan approved by resolution of June 142006 The Ambit Plan is the

tool used by the Ambit Authority to define the objectives and methods of managing the

aqueduct sewer catchment and purification services and to regulate dealings with the

various operators

On April iS 2008 the Consortium General Meeting resolved with resolution 3/08 to

approve the tariffs set by the operators for the
year 2008

These tariffs are being applied

from January 2008 in those Municipalities where the Group has been
delegated to run

the integrated water service or where current management was to continue in

accordance with article 113 15 bis of Decree 267/00 and subsequent amendments for

the A2A Group this involves Municipalities in the Province of Brescia
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for the other Municipalities from the date laid down in the resolution delegating

management of the integrated water service

To date in the Province of Brescia not all Municipalities have delegated the running of the

integrated water service or part of it to third party managers which means that they are

continuing to run it themselves with tariffs established by resolutions passed by CIPE the

Governments Interministerial Committee for Economic Planning

As regards this situation the minutes of the Conference of Public Entities no 3-bis of

December 21 2007 identifies the conditions needed to implement the programme of

infrastructure projects foreseen in the Ambit Plan This makes it possible to adopt

organisational solutions on the part of those Municipalities that have been able to present

specific requests so as to go ahead with the identification of ways of organ ising the integrated

water service to encourage the creation of an economical system based on criteria of

efficiency and effectiveness while at the same time overcoming the problem of operational

fragmentation as foreseen in Legislative Decree 152/06

As result on July 2008 six municipalities delegated their entire integrated water service to

A2A on transitional basis up until December 31 2011 while another 13 municipalities that

have completed their water service delegated certain sectors of it to A2A again on

transitional basis up until December 31 2011

These new contracts increase from 66 to 73 the municipalities to which A2A provides

aqueduct service from 49 to 67 those to which it provides sewage service and from 48 to 64

those to which it provides water purification service for total of more than 55oooo

inhabitants served

Lastly the Board of Directors of the Ambit Authority Consortium

with resolution no 15 of July 11 2008 approved the new tariff with the new criteria for

applying the sewage and water purification service to industrial discharges that flow into

public sewers

with resolution no i6 of July 11 2008 it approved the Regulations for the determination

of connection charges to the public aqueduct and sewage services starting from

September 2008

Lastly with specific reference to the operations of 511 we would point out that article 9-quater

of Decree 172/08 relating to the handling of the waste collection emergency in Campania

which was converted into Law 210/08 with view to greater economic and operational

sustainability of the disposal of the organic part of the solid urban waste on the national

territory and of reduction in the quantities to be sent for final disposal replaces para of

article 107 of Decree 152/06 Rules on environmental matters as amended by Decree 4/08 to

Si
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allow for the possibility of organic food waste being treated with special dissipators that

reduce it to tiny pieces so that in certain circumstances it can be disposed of through the

sewage system It is envisaged that the installation of such dissipation devices will be

communicated by the dealer to the manager of the water cycle who controls their diffusion

throughout the territory

On October io as published in the Official Gazette on October the Constitutional Court

issued its sentence 335/2008 on the admissibility of payment of the water purification service

article 14 of Law 36/94 and amendments

Even though the tariff quota is for water purification being defined as tariff i.e fee paid in

exchange for service provided it also has to be paid by those that use sewage systems that

do not have water purification plant as laid down in article 14.1 of Law 36 of January 51994

subsequently incorporated in article
155.1.1

of Decree 152 of April 32006

The position taken by the Constitutional Court is not to admit from constitutional point of

view article 15 of Law 36/94 and hence not to admit its inclusion in Decree 152/2006

At the same time the Constitutional Court hints at the possibility of return to tax-type

mechanisms for those users whose waste does not get
treated

On the part of Federutility all opportune contacts have been made with various entities

affected by the operative fall-out of sentence 335/2008 in particular with the Environment

Ministry

It seems that similar requests have also been made by ANCI and various Regional Authorities

With Law 13 of February 27 2009 instructions were issued regarding the integrated water

service under which new restrictive element has been introduced into Italian law This is the

sum of the charges relating to the various activities involved in water purification design

construction or completion of plants and related investments

With resolution 12 of December19 the General Meeting of the Ambit Authority Consortium

for the Province of Brescia adopted the Integrated Water Service Regulations together with

its attachments giving mandate to the Board of Directors to evaluate any feedback from the

Municipalities with regard to these Regulations This considering that to manage the

integrated water service it is
necessary to regulate in suitable way the methods of delivering

the services with particular reference to the general rules for providing the aqueduct sewage

and purification service the technical rules for executing the connections to the various

services the classification and procedures for admission and the authorisation of discharges

into the public sewage system and the administration of the service

These Regulations will be approved at the next General Meeting to be called before the end of

February 2009

With resolution 13 of December 19 the General Meeting of the Ambit Authority Consortium
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for the Province of Brescia adopted the Integrated Water Service Charter giving mandate to

the Board of Directors to evaluate any feedback from the Municipalities with regard to this

Charter This considering that to manage the integrated water service it is necessary to

regulate in suitable way the general and specific quality standards of the service which the

manager guarantees to the user so as to ensure parity of conditions and treatment despite

the presence of different managers in various parts of the territory to make the relationship

between manager and user clear and transparent and to protect the user both with regard to

information on the services provided and with regard to claims for any disservices

The Service Charter will be approved at the next General Meeting to be called before the end

of February

With resolution 14 of December 19 the General Meeting of the Ambit Authority Consortium

for the Province of Brescia approved the tariffs set for 2009 according to the various levels of

consumption and different uses that are applied starting on January 2009 This with

reference to resolution o6 with which the Ambit Authority approved the Ambit Plan and

with it the Economic and Financial Plan which together with the rules of reference identifies

the integrated water service tariff as the fee determined in such way as to ensure full

coverage of the capital and running costs

The same resolution

confirmed the possibility for Municipalities to ask on voluntary basis for the application

of euro surcharge on the fixed quota established for domestic uses and to extend its

application to non-domestic uses so as to have available fund that can be used to provide

economic support to particular categories of users

confirmed exclusively for municipal use i.e utilities for community use registered in the

name of the Municipality the recognition of free quantity of drinking water on the

effective annual consumption up to m3/ab

confirmed the application of fee of euro sewer system fixed quota on top of the fixed

quota for all uses to be recognised to the manager to carry out survey of the networks

and drains linked to the white or mixed sewage network and for the annual cleaning of the

drains as well as for emergency situations

With reference to sentence 335/08 of the Constitutional Court the General Meeting of the

Consortium identified the element of operating cost for the purification service which will not

be applied to the user if it is attached to the sewer system but does not benefit from the

purification service

The extract of Consortium Resolution 14/08 was published in the Official Bulletin of the

Lombardy Region Classified Advertisements and Competitions on Wednesday January 21

2009
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THE INTEGRATED WATER SERVICE FOR THE BERGAMO O.T.A

In implementation of Law 36 of January 1994 Gaul Law Provisions concerning water

resources the Lombardy Region with L.R 21/1998 identified in the convention pursuant to

article 30 of the T.U.E.L Legislative Decree 267 of August 182008 the form of cooperation

between local government entities interested in the organisation of an integrated water

service

On December 11 2001 the Ambit Conference passed resolution 4/01 which identified the

Province of Bergamo as the entity responsible for coordination and its legal representative as

the chairman of the Ambit Conference

On February 2002 the Ambit Conference passed resolution 3/02 which approved the

convention that regulates dealings between local government entities

On March 202006 the Ambit Conference passed resolution 4/06 which delegated provision

of the integrated water service and management of Bergamos O.T.A infrastructure

pursuant to article 113 c.5.C of Legislative Decree 267/2000 for 30 years to Uniacque S.p.A

as wholly public company according to the in-house management module and the

provisions of the Am bit Plan

On August 2006 service contract was signed to govern the relationship between the

Bergamo O.T.A and Uniacque S.p.A for management of the integrated water service

throughout the Province of Bergamo

Article Existing management teams of the service contract between the Bergamo O.T.A

and Uniacque provides for the involvement of existing management teams interested in

protecting their own activities up to the expiry of
outstanding delegations

BAS SI S.p.A the A2A Group company that provides the integrated water service in Bergamo

and in 33 other municipalities of the Province of Bergamo sent formal request for

protection to the Bergamo O.T.A by the September 302006 deadline

With resolution no 9/08 of July 14 2008 the Province of Bergamo O.T.A communicated to

BAS SlI S.p.A that it was refusing protection pursuant to article io bis of Law 241/1990 setting

September 2008 as the deadline for receipt of comments from applicant companies and

October 30 2008 as the deadline for closure of the administrative proceedings with the

calling of the Ambit Conference

BAS SlI S.p.A sent its comments by these deadlines the Ambit Conference postponed the

starting deadline from October 312008 to November 302008

At the end of the preliminary investigation with resolution 19/2008 the OTA authorised this

protection up until December 312010 for management of the water service only in the City of
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The following is brief description of the activities carried on by this sector

Corporate supervision coordination and control activities such as business

development strategic direction planning and control financial management and the

coordination of the Groups activities central services to support the business and

operating activities administrative and accounting services legal services

procure ment personnel management information technology telecommunications

etc provided by the Parent Company under specific intercompany service contracts

Other services activities relatingto public illumination traffic regulation systems video

surveillance services and the management of votive lights in cemeteries as well as data

transmission telephony and internet access services and systems design services

In addition to the activities carried on directly by A2A this area also includes the

following companies

In11

Apr Ui

Coatrois ion of ltradephice

hi cc mdcc the General Managei Office Corporate and Markct Area the General Managers staff Tethnical and Operations

Area and the staff in the Offict of the Cheirman of the Board of Management and Superviac ry Board
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During 2008 in collaboration with the Municipality of Milans Environmental Policy

Implementation Department the Plan for the Development of District Heating was revised to

harmonise it and bring it into line with the environmental territorial and administrative context

of reference Analysing the various sector plans and programmes made it possible to identify

priorities potential synergies and existing restrictions Above all account was taken of the new

town planning functional and infrastructural developments that are likely to affect Milan over

the next few years extendingthe time horizon to 2015 the year of Expo Moreover we looked in

greater detail at the environmental aspects involved in using heat pump technologies and their

impact on the quality and quantity of the water held in the watertable assuming new scenarios

for the availability of this type of resource which will be constantly monitored and to

guaranteethe overall sustainabilityof the initiativethe plan isforalower use of heat pumps and

as mitigation measure to experiment returning the water to the stratum that it came from

the revision of the Piano with respect to the extension of district heating as it was presented in

2007 130000 equivalent inhabitants for around 250 thermal MW of installed power

envisages an increase of further 490000 equivalent inhabitants connected to the service

around 980 thermal MW of additional installed power Overall the Plan provides for new

plants of which will have heat pump installed To these will be added the existing Famagosta

site which is
currently being revamped by installing 15MW heat pump

At present the first stage involving the Canavese plant is currently being completed The

cogeneration section has been completed in 2008 and the work on the wells needed to operate

the
i5

MWt heat pump have been author ised The district around Piazza Selinunte is currently

being connected to the network fed by the AMSA Silla WTH incinerator around 30 MW of

thermal power installed The building site for the construction of the power plant that will

serve the Santa Giulia district is expected to be opened in 2009
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Of which 3680 indirectly held through spouse not legally separated

Indirectly held through spouse not legally separated

Of which 7150 indirectly held through spouse not legally separated

Of which 6040 indirectly held through spouse not legally Separated

Secondary offices

The company hasnt any secondary offices

Information on corporate governance and the ownership structure as per article 123-bis of

Decree 58/1998 as amended is contained in booklet that is an integral part of the financial

statement documentation

Personal data security code

The Planning Document on Data Security was updated on March 30 2008 according to the

provisions of Decree 196 of June 30 2003 and subsequent amendments the Personal Data

Security Code new version will be prepared by March 31 2009

Investments held by members of the board of directors and the

supervisory board by general managers and by managers with

strategic responsibilities

In accordance with the provisions of article 79 of Consob Regulation 1971/1999 and subsequent

amendments and integrations the following table shows the required information for 2008

including those that in the previous year only held these positions for fraction of the year

Name Company Number Number Number Number How held

of shares of shares of shares of shares

held at the bought sold held at the

endofthe endofthe

previous year

year

Zuccoli Giuliano A2A S.p.A 28000 28000 Owned

Ravanelli Renato A2A S.p.A 41000 41000 Owned

RossettiPaolo1 A2.AS.p.A 38960 20000 58960 Owned

Capra Renzo A2A S.p.A 366400 20000 386400 Owned

BanderaAdriano2 A2AS.p.A 2000 2000 Owned

Capezzuto Antonio A2AS.p.A 25200 25200 Owned

Castelli Gianni A2A S.p.A 7150 3500 10650 Owned

Rampinelli Rota

Angelo A2AS.p.A 48016 48016 Owned

Managers
with strategic

responsibilities A2A S.p.A 20080 20000 40080 Owned
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Related parties and the Group tax filing

Related party transactions in the consolidated financial statements are analysed in the

schedules below and in Note 41 of the consolidated financial statements and Note 38 of the

separate financial statements as required by article 2428 of the Italian Civil Code

Risks and uncertainties

As required by article 2428 of the Italian Civil Code the description below indicates the main

risks and uncertainties to which the Group is exposed

Financial risks

Commodity price risk Energy Risk Management

Commodity price risk i.e the market risk linked to changes in the price of energy raw

materials such as electricity natural gas coal fuel oil as well as the by-products of these raw

materials is handled as part of the Risk Management function

The rising volatility of these commodities entailed considerable increase in the risks

associated with any change in the value of the assets and of the cash flows of the companies in

this sector

Risk Management therefore has the specific objective of stabilising the cash flows generated

bythe asset portfolio and outstanding contracts to ensure the Groups economic and financial

equilibrium

The market risk involved in fluctuations in energy commodity prices and the exchange rates

associated with them is managed centrally by means of
netting process for the entire

exposure of the Groups portfolio which is monitored against risk limit expressed in terms of

economic capital

Each year A2As Management Board lays down the A2A Groups commodity risk limits while

the Risk Management Committee supervises the situation to ensure compliance with these

limits and defines the hedging strategies designed to bring risk within the set limits in

accordance with the Groups Energy Risk Policy

Other information on financial risks

For more information on the financial risks please read the dedicated paragraph in the

consolidated financial statements Other information Risk management
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Risks linked to the external environment

Legislative and regulatory risk

One potential source of significant risk is the constant and not always predictable evolution

in the legislative and regulatory context for the electricity and natural
gas sector Of the main

topics involved in the current legislative evolution we would point out in particular

the rules on the regulation of local public services

the rules governing large hydroelectric concessions

the reform of the electricity wholesale market provided for in D.L 185/08 converted into

law on January 282009

the evolution in the rules of CIP 6/92 conventions

The regulation of local public services

The Government has nearly completed its preparation of the rules for the implementation of

article 23 bis of Decree 112/2008 converted by Law 133/2008 regarding the contracting out of

local public services by Public Entities

Large hydroelectric concessions

As regards the rules currently in force for the assignment of major water concessions the

2006 Budget Law provided for
10-year extension of all such concessions in exchange for

adequate investment in the modernisation of the installations This 10-year extension was

based on the expiry dates laid down in article 12.6 of Decree 79/99 the Bersani

Decree Based on separate appeals against this measure by certain Regional Authorities

sentence 1/2008 of the Constitutional Court declared that part of the law was

unconstitutional as it violated the regions power to make decisions in energy matters which

comes before that of the state This sentence by the Court led to situation where it was no

longer possible to extend the concessions whereas it did not entirely reinstate the rules

contained in article 12 of the Bersani Decree paras and remain abrogated para has been

abrogated and para has been replaced by the first part of article 1.483 of the 2006 Budget

Law Given that it has been declared unconstitutional among other things the tender

parameters contained in the Budget Law minimum organisational and financial requisites

parameters for the increase in power and energy generated remain in doubt Seeing as there

is no longer sufficient timeto hold competitive tenders for the large concessions that are due

to expire on December 31 2010 it is hoped that the Regional Authorities concerned will

themselves extend the duration of the existing concessions
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The reform of the electricity wholesale market

Decree Law 185/08 converted into law on January 28 2009 introduced measures to reform

the power market These could radically alter certain functional mechanisms creating serious

interruptions and impacts on the operational dynamics of current players in this market

Evolution of the CIP 6/92 rules

Of the provisions of Decree Law 1195 Internationalisation Businesses and Energy currently

being examined in Parliament we would like to point out the possibility that the Ministry of

Economic Development may lay down criteria for the annual updating of the Avoided Fuel

Cost and that producers may be proposed mechanisms for the early resolution of the CIP 6/92

agreements so as to reduce the costs involved in maintaining them

Process risks

Operation risk

The main operating risk to which A2A is exposed is linked to the ownership and management

of power stations cogeneration plants and distribution networks and plants

These plants are naturally exposed to risks that that cause significant damage to the assets

themselves and in more serious cases production capacity may be compromised

However the presence and continuous monitoring of adequate systems of prevention and

protection within each operating area which act on the frequency and gravity of the events

the adoption of maintenance plans the availability of strategic spare parts and the use of tools

for transferring risk to the insurance market enable us to mitigate the economic

consequences of adverse events

Information Technology

In 2008 A2A used the information system already present in the two main entities AEM and

ASM that gave rise to the new company In particular the information system used by ASM

was managed by Selene while the one used by AEM was managed by e-Utile

2008 saw the start of an IT convergence plan which involved unifying the part
of the IT system

that handles Corporate processes i.e administration finance control and procurement

which from January 2009 is managed on the ERP SAP R3 software installed at e-Utiles IT

centre in Piazza Trento Milan
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This system makes use of the Disaster Recovery service that AEM defined someyears ago This

ensures service and data continuity on an alternative IT centre within the defined period of

time This service is checked twice year

The convergence plan will continue in 2009 and 2010 in order to simplify and harmonise the

Groups IT systems The aim is to generate synergies
and to improve service levels even more

by optimising the existing infrastructures in Milan and Brescia also with view to providing

mutual disaster recovery back-up

Provisions for risks

In addition to what we have already said about risk management and mitigation we would

point out that the Group has over the
years

built up suitable provisions for risks and charges

shown under liabilities to enable it to cope with actual legal and implicit obligations deriving

from past events for which it is probable that there will be an outlay in the future which can

be reliably estimated see notes 20 and 21 in the consolidated financial statements In

particular the Group is party to number of legal and tax proceedings which are explained in

the consolidated financial statements in the section entitled Other information Update

of the main legal and tax disputes still pending

Activities of the A2A Group1s Foundations in 2008

Like the other most important operators in this sector AEM and ASM also set up foundations

some years ago ASM in 2000 AEM in 2007 to organise cultural and social activities in their

local areas

So with the mergerthetwo companies brought their Foundations as dowry and according

to A2As articles of association they will continueto be sustained byA2Athrough the payment

of grants of equal amount

The AEM Foundation

The AEM Foundation has identified two areas in which to operate

the first consists of the safeguarding and enhancement of the Companys history and

corporate culture which it has developed over time in the field of energy and network

services
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the second which ties into the first is the support that the AEM Foundation intends togive

to scientific research into the production and distribution of
energy

and network services

in general with particular reference to the use of innovative technologies and renewable

sources and the environmental compatibility of the various systems

Within this second area the AEM Foundation plays constant role in the activities of the

EnergyLab Foundation which AEM promoted It has similar purposes in the field of research

into questions of energy and renewable sources

The AEM Foundation also has access to the premises located in Piazza Pô3 called the House

of Energy for meetings conferences seminars and to carry out any other activity related to

the pursuit of its purpose which requires the use of fairly large spaces

Such occasions are also used to spread culture of energy saving and to announce the results

of historical research promoted by the Foundation and linked to its photographic artistic and

documentary heritage

During 2008 the AEM Foundation worked on

revamping the former AEMs photographic and company archive sorting out its contents

and digitizing them It also organised cultural exhibitions and events with particular

focus on AEMs centenary and in the medium term with view to Expo 2015

organising social initiatives including the payment of scholarships for worthy students

and carrying out interventions together with the Municipality of Milan and NGOs that

operate in the territory

organising initiatives in support of certain projects of proven cultural value such as the

Dialogue in the Dark exhibition together with the Blind Institute

managing the permanent communication centre dedicated to energy and the

environment the House of Energy and using it for musical research and training

activities for various local situations such as

guided tours for elementary and middle school children and others on matters of

safety and energy efficiency in the Museum Laboratory which has 35 interactive

workstations

The School Project on question of gas safety

art and cultural exhibitions in the balcony area e.g exhibition on Cesare Pavese

initiatives to raise awareness on matters of energy saving such as the distribution of

low consumption lightbulbs

various activities in partnership with the EnergyLab Foundation created to carry out

research development and innovation in the
energy

and environment sector
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During 2008 the AEM Foundation also made donations to third-party entities in accordance

with its bylaws

research programmes organised by EnergyLab

technical support for the Fondazione Amico Charlie and Porto Franco Onlus

cultural projects such as restoration of ISECs Sala delle Asse

charitable initiatives concert by Andrea Boccelli for the Blind Institute

In 2008 it also commenced preparatory work on the celebrations for AEMs centenary year

The ASM Foundation

Ever since it was set up the ASM Foundation has carried out an important awareness

campaign in the following chosen areas of intervention

the city
that is changing the new generation immigrants with new cultures new

pensioners so an investment in human and social capital that is profoundly different in

terms of their vision of the world and their political and social participation

the city that is getting older men and women who have come to the end of their active

working life are an important resource for community that cannot and must not close in

on itself So the Foundation monitors this situation in various ways both with its own

projects and by cooperating with other entities and associations that work in this area with

intelligence and enthusiasm

the city that is evolving the future of city has to be built on solid cultural bases For this

reason starting from traditional approach to organising cultural events we are now

investigating new areas that offer wide
range

of interpretations inviting us to revisit the

city from different points of view

The following is summary of the main events that formed part of the Foundations activity in

2008

The Board of Directors met 17 times during
the year continuing the activities of previous

years and confirming the choices made in the past as regards the preferred lines of

intervention with view to makingthe Foundations presence in the Brescia area effective and

useful At the same time the Board reviewed the overall approach to projects placing them

within certain policy guidelines It also made detailed study of the Foundations roles and

functions

In particular the projects sustained or proposed bythe Foundation during the course of 2008

were concentrated in five priority sectors identified for funding purposes The needs of the
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Summary of results assets and

liabilities and financial position

A2A S.p.A

A2A S.p.A which was created by merging AEM S.p.A AMSA Holding S.p.A and ASM Brescia

S.p.A is responsible for business development strategic planning control and coordination

of the A2A Group It also provides Group companies with services in support of their business

and operating activities administrative legal procurement personnel management

information technology communication and technical services in support of their electricity

and gas distribution activities
in order to optimise the resources that are available within the

Group and to use its know-how as efficiently as possible These services are regulated by

intercompany service agreements which are updated every year

A2A S.p.A also makes office space and business premises available along with services related

to the use of such facilities

A2A S.p.A is the owner of power generation cogeneration and heat production plants and

WTE waste-to-energy incinerator as well as district heating and water distribution

networks

The power generation assets consist of the thermoelectric power plants at Cassano dAdda

and Ponti sul Mincio and some hydroelectric plants in Valtellina

Within the field of cogeneration and district heating A2A S.p.A performs electricity

generation and heat production at the Lamarmora cogeneration plant and other smaller

plants The heat cogenerated is distributed and sold through district heating network that is

owned by the company mainly in the cities of Brescia and Bergamo

The company is also active in the final disposal of waste with energy recovery through

incineration WTE In fact it is the owner of the Brescia incinerator which recovers

electricity and heat from burning waste that cannot be usefully recycled

A2A runs water captation aqueduct management water distribution sewer management

and water purification activities
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Summary of resuSs assets anc ab tes and dnar.cia oosften

It is the owner of the water distribution networks in Brescia and the Province of Brescia and

of the water purification plant at Verziano Brescia

Capital expenditure amounted to 138 million euro and concerned the purchase of the
building

of via Lamarmora in Brescia 38 million euro works on the water transport and distribution

network and on the sewer networks in the Brescia area 23 million euro development of the

district heating network in the Brescia and Bergamo area 17 million euro extraordinary

maintenance on the incinerator in Brescia 17 million euro and on the thermoelectric plant in

Cassano dAdda 5.2 million euro as well as interventions on the information system

io million euro

Results

Millions of euro 01 01 2008 01 012007 Changes

12312008 12312007

Revenues

Revenues from sales and services .0710 325.4 745.6

Other operating income
27.1 8.g 18.2

Total revenues 1098.1 334.3 763.8

Operating costs 608.7 152.8

Labour costs i2o 51.8 68.7

Gross profit from operations 368.9 129.7 239.2

Depreciation and amortisation 1409 64.5 76.4

Provisions and writedowns 225 9.9 i.6

Profit from operations 2055 55.3 150.2

Net financial income/expenses 12.8 33.8 46.6

Othernon-operatingcosts 3.3 3.3

Profit before tax 192.7 85.8 106.9

Income taxexpenses 522 1.3 50.9

Net profit of continuing operation 140.5 84.5 56.0

Result from non-current assets sold or held for sale
31.2 1.2 30.0

Net profit for the year 171.7 85.7 86.o

As mentioned previously the 2008 results are not comparable with those of 2007 because of

the mergers The 2007 figures therefore relate only to AEM S.p.A.

During the year under review A2A
S.p.A shows revenues totalling 1098.1 million euro and

operating costs of 608.7 million euro Labour costs net of capitalised costs and including

social contributions and severance indemnities amount to 120.5 million euro
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Summary resuas assets and abdes and financia nosft.on

Gross profit from operations amounted to 368.9 million euro and reflects the contribution

made by all areas of activity in which A2A S.p.A operates as mentioned above

Depreciation amortisation and provisions amount to 140.9 million euro The increase of 76.4

million euro is essentially due to the revision of the depreciation plan for the transferable

hydroelectric plants as result of sentence no of January 18 2008 of the Constitutional

Court which declared that part of the rules contained in the Budget Law 2006the 10-year

extension of hydroelectric concessions was unconstitutional which forced the company to

increase the depreciation on freely transferable assets The effect of this revision amounts to

17 million euro

Provisions for risks and charges amount to 22.5 million euro

Because of the various changes mentioned above profit from operations comes to 205.5

million euro

Net financial costs amount to 12.8 million euro The increase in net financial expenses was

caused mainly by the increase in average net debt which rose by around 980 million euro

compared with the previous year due to the mergers and marginally to the rise in interest

rates

Income before taxes amounts to 192.7 million euro

Income taxes for theyear including deferred taxes amount to 52.2 million euro and comprise

the effect of 5.5% IRES surtax introduced by D.L 112 of 06/25/2008 converted with

amendments into Law 133 of 08/06/08 Robin Tax applied to electricity producers and

distributors of electricity and gas

At December 31 2008 the net result from non-current assets held for sale show positive

balance of 31.2 million euro net of the tax effect and refers to the dividend received during the

year from E.ON Produzione S.p.A formerly Endesa Italia S.p.A.

Net profit for theyear came to 171.7 million euro
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Summary of results assets aric iabircs ac firmcia positon

Balance sheet and financial position

Millions of euro 12 31 2008 01 01 2008 12 31 2007

post-merger

CAPITAL EMPLOYED

Net capital employed 5765.7 6164.6 4190.8

Property plant and equipment 1583.6 1589.5 864.8

Intangible assets 88.9 89.3 19.1

Investments and other non-current financial assets 445.5 4809.4 3502.2

Other non-current assets/liabilities $.a 8.2 0.3

Deferred tax assets and liabilities 95.4 101.8 13.8

Provisions for risks charges and liabilities for landfills 160 1o3.3i 81.5

Employee benefits
9.1 126.7 100.3

Working capital 103.8 22.1 68.7

Inventories 17.0 17.1 0.8

Trade receivables and other current assets j78.7 621.2 111.2

Trade payables and other current liabilities 384.4 618.5 198.7

Current tax assets/tax liabilities
2.3 18.0

Assets/liabilities held for sale 482.9 0.1

TOTAL CAPITAL EMPLOYED 6352.4 6i86.8 4122.1

SOURCES OF FUNDS

Equity 35745 3700.0 2324.7

Total financial position beyond one year 2737.5 2230.4 1492.1

Total financial position within one year 40.4 256.4 305.3

Total net financial position 2777.9 2486.8 1797.4

TOTAL SOURCES 6352.4 6186.8 4122.1

Net of balances included in net financial position

At December 31 2008 net capital employed amounted to 6352.4 million euro funded by

equity 3574.5 million euro and net financial indebtedness 2777.9 million euro 1797.4 million

euro at December 312007

The amount of net capital employed increased by 2230.3 million euro compared with

December 31 2007 This increase is due for 2064.7 million euro to the effect of the merger

and for 165.6 million euro to an increase in net capital employed in 2008

Working capital net of the merger effect has increased by 81.7 million euro thanks mainly to

the combined effect of the reduction in trade payables and other current liabilities partly

offset by the reduction in trade receivables and other current assets

Considering the reclassification of the investment in E.ON Produzione S.p.A formerly

Endesa Italia S.p.A net capital employed has risen by 84.1 million euro mainly because of the

growth in investments after the acquisition of Coriance and the exercise of the call options on

the Ecodeco investment
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Surninarv of results assets and Vabfities and Financial position

The net debt amounts to 2777.9 million euro at December 31 2008 1797.4 million euro at

December 312007

Net cash flows from operating activities during the period amount to 275.8 million euro and

include the change in assets and liabilities of 54.3 million euro

Net cash flows absorbed by investing activities amount to 267.6 million euro and include

capital expenditure for property plant and equipment and intangible assets the increase in

the value of investments and the outlay amounting to 43.8 million euro for the purchase of

treasury shares

Dividends distributed amount to 299.3 million euro

Millions of euro 12 31 2008 1231 2007

post-merger

OPENING NET FINANCIAL POSITION 2486.8 1471.4

Netprofitfortheyear 71.7 857

Depreciation and amortisation 140.9 64.5

Writedowns of investments and fixed assets 17.5

Changes in assets and liabilities 34.3 43.2

Net cash flows from operating activities 275.8 107.0

Net cash flows absorbed by investment activities 267.6 308.4

Earnings distributed 299.3 124.6

CLOSING NET FINANCIAL POSITION sfl7.9 1797.4

Net of balances booked directly to equity

Details of the net financial position are given below

Millions of euro 1231 2008 12 31 2007

Medium/long-term debt 27815 1518.0

Medium/long-term loans 44.0 25.9

Total net non-current debt 2737.5 1492.1

Short-term debt 468.1 466.3

Short-term financial receivables 395.1 134.3

Cash and cash equivalents 32.6 26.7

Total net current debt 40.4 305.3

Net debt 2777.9 1797.4
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Balance sheet

Assets

Amounts in euro Note
1231

2008 12312007

NON-CURRENT ASSETS

Property plant
and equipment i583i445i 864790403

Intangible assets 88819420 19138202

Investments 3871800273 2986805891

Other non-current financial assets 547292021 516301261

Deferred tax assets 96.12627 60190834

Other non-current assets 51973.442 25229436

Total non-current assets 6240112234 4472456027

CURRENTASSETS

Inventories 19.975.253 794319

Trade receivables 400858784 84547797

Othercurrentassets 77817.999 26708614

Current financial assets 10 39c127269 134360868

Current tax assets 11 18o21467

Cash and cash equivalents
12 32622993 26665586

Total current assets 923402308 291098651

NON-CURRENT ASSETS HELD FOR SALE 13 482936395

TOTAL ASSETS 7646450937 4763554678

Related party transactions in the financial statements are analysed in section o.z and in Note 38 as required by CONSOB

Resolution 15519 of July 272006

Significant non-recurring
events and transactions in the financial statements are analysed in Note 39 as required by CONSOB

Communication DEM/6o64293 of July 282006

10
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Balance eet

Equity and liabilities

Amounts in euro Note 1231 2008 12312007

EQUITY

Share capital 14 1629110744 936024648

Treasury shares 107303.913 63533212

Reserves 16 i83r .006.570 1366509454

Net profitfortheyear 17 171704663 85699195

Equity 3574518069 2324700085

LIABILITIES

Non-current liabilities

Non-current financial liabilities i8 2776527200 1517821330

Deferred tax liabilities 19 191953672 74039386

Employee benefits 20 119102228 100300050

Provisions for risks charges and liabilities for landfills 21 115.957036 8i5i86o

Other non-current liabilities 22 6308967 199193

Total non-current liabilities 3211849203 1773878564

Current liabilities

Trade payables 23 269306406 109197896

Other current 6abilities 23 151 n68r 89474876

Current financial liabilities 24 46812265 466.303257

Tax liabilities 25 7544.193

Total current liabilities 860083665 664976029

Total liabilities 4071932368 2438854593

LIABILITIES ASSOCIATED WITH NON-CURRENT ASSETS HELD FOR SALE

TOTAL EQUITY AND LIABILITIES 7646450937 4763554678



Amounts in euro

Income statement

Note oi 01 zooS

1231 2008

01012007

12312007

Revenues 27

Revenues from sale and services O71Oif 7O 325381256

Otheroperatingincome 27O4O5 8933227

Total revenues 1098117762 334314483

Operating costs 28

Cost of raw materials finished products and services 127.441467

Other
operatingcosts 25339324

Total
operating costs

__608698163 152780791

Labour costs 29 120529499 51854746

Gross profit from operations 30 368890100 129678946

Depreciation
and amortisation provisions

and writedowns
31 163378711 74363948

Profit from operations 32 205511389 55314998

Financial costs 33

Financial income 1S2476o3 124265612

Financial
expenses O3474 90496041

Total financial costs 12756971 33769571

Other non-operating costs
34 2735oi

Profit before tax 192754418 85811068

Income tax expense 35 52223550 1332024

Net
profit

of
continuing operations net of tax 140530868 84479044

Net result from non-current assets held for sale 36 31173800 1220151

NET PROFIT FOR THE YEAR
37 171704668 85699195

Related party transactions in the financial statements are analysed in section 0.2 and in Note 38 as required by CONSOS

Resolution 15519 of July 272006

Significant non-recurring events and transactions in the financial statements are analysed in Note
39 as required by CONSOB

Resolution DEM/6o64293 of July 282006

Separate Financial Statements Year 2008
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Statement of cash flows

2007

5003549

Amounts in euro

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR

2008

26665586

Mergercontributions 103611193

Operating activities

Net result for the year 17L704668 85699195

Depreciation of property plant and equipment 133486.646 59975165

Amortisation of intangible assets 7377283 4517592

Writedownsofnon-currentassets 2000000

Writedownsof investments 5548700

Change in
provisions for risks and charges employee benefits and deferred tax liabilities

13.763.141 8001601

Change in current assets and liabilities
6812231437 51187575

Net cash flows from operating activities 275757895 107005978

Investing activities

Capital expenditure in property plant and equipment 127599979 32956924

Capital expenditure on intangible assets and goodwill S867960 4004869

Investments and securities 87232227 232958745

Purchase/sale of
treasury

shares 43770.7W 38460753

Net cash flows absorbed by investment activities 267570977 308381291

Free cash flow 8186918 201375313

Financing activities

Change in financial assets 24.1l228 38842421

Change in financial liabilities 217620620 386522999

Dividends
paid 2992880967 124643228

Net cash flows absorbed by financing
activities 105840704 223037350

CHANGE IN CASH AND CASH EQUIVALENTS 97653736 21662037

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 32622993 26665586

Net of balances booked directly to equity
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Statement of changes in equity

Description Share capital Treasury shares

Note no.i Note no

Equity at 12.31.2006 936024648 25072459

Allocation of net profit and distribution of dividends

Treasury shares 38460753

Adjustments deriving from the application of lAS 39

Net profit for the year

Equity at 12.31 .2007 936024648 63533212

Balance sheet effect of the mergers 693086096

Allocation of net profit and distribution of dividends

Treasury shares 43o7o1

Adjustments deriving from the application of lAS 39

Other changes

Net profit for the year

Equity at 12.31.2008 1629110744 107303913

Possible uses

For increase in capital availability euro 1466437794

For loss coverage

For distribution to shareholders euro 1090288487

14



Net profit Total equity

for the year
Note no.17

1162898822 176702774 2250553785
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Statement of changes ía equity

Reserves

Note no i6

52059546 1767o24 124643228

38460753

151551086 151551.086

8S699195 85699195

1366509454 85699195 2324700085

682176866 1375262962

213588901 85699195 299288096

43770701

46408000 46408000

498849 498849

171704668 171704668

1881006570 171704668 3574518069

..B..c
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Balance sheet

pursuant to CONSOB Resolution no.15519 of July 27 2006

Assets

Amounts in euro
1231

2008 of which 12312007 of which

Related Related

Parties Parties

note no 38 note no 38

NON-CURRENT ASSETS

Property plant and equipment 158 .644451 864790403

Intangible assets 88819.420 19138202

Investments valued at equity 3871800.273 387180027 2986805891 2986805891

Other non-current financial assets 547262.02 2477.619 516301261 825267

Deferred tax assets 96.612.627 60190834

Other non-current assets 51973442 25229436

Total non-current assets 6240112234 4472456027

CURRENT ASSETS

Inventories 16975263 794319

Trade receivables 400358784 332094966 847797 72492858

Othercurrentassets 77817.999 44338956 26708614 6727178

Current financial assets 394127.269 395127269 134360868 134360868

Currenttaxassets 18021467

Cash and cash equivalents 32622993 26665586

Total current assets 923402308 291098651

NON-CURRENT ASSETS HELD FOR SALE 482936395 482936395

TOTAL ASSETS 7646450937 4763554678

iS
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Baance Sheet

Equity and liabilities

Amounts in euro 1231 2008 of whkh
1231 2007 of which

Related Related

Parties Parties

note no 38 note no.38

Equity

Share capital 1629110744 936024648

Treasuryshares i073039i3 63533212

Reserves 1$81.oc570 1366509454

Net
profit fortheyear 171.704668 85699195

Equity 3574518069 2324700085

LIABILITIES

Non-current liabilities

Non-current financial liabilities 2778527300 390781 1517821330

Deferred tax liabilities 191953.672 74039386

Employee benefits 119102228 100300050

Provisions for
riskscharges

and liabilities for landfills 115957036 81518605

Other non-current llabilities 6308967 199193

Total non-current liabilities 3211849203 1773878564

Current liabilities

Trade payables 26930640C 113261475 109197896 44828545

Othercurrent liabilities 115111681 21196942 89474876 2662927

Current financial liabilities 466.121385 25665692 466303257 105247231

Tax liabilities 7544.193

Total current liabilities 860083665 664976029

Total liabilities 4071932868 2438854593

LIABILITIES ASSOCIATED WITH NON-CURRENT ASSETS

HELDFORSALE

TOTAL EQUITY AND LIABILITIES 7646450937 4763554678

19
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Income statement

pursuant to CONSOB Resolution no.15519 of July 272006

Amountsineuro 0101 2008 of which 01012007 of which

1231 zoo8 Relnted 1231 2007 Related

Parties Parties

note no 38 note no.38

Revenues

Revenues from sale and services iO7lOi7O Sy29u2 325381256 310835469

Other operating income 27O$6051 69795C 8933227 5356213

Total revenues 1098117762 334314483

Operating costs

Cost of raw materialsfinished products
and services 543863164 27.218.8O 127441467 51691000

Otheroperatingcosts 64834899 O273999 25339324 148855

Total
operating

costs 608698163 152780791

Labour costS 120529499 51854746

Gross profit
from operations 368890100 129678946

Depreciation and amortisation provisions and writedowns 163378711 74363948

Profit from operations 205511389 55314998

Financial costs

Financial income 1Sc247.6O3 168273226 124265612 108953355

Financial
expenses 193O4574 21271387 90496041 6521995

Total financial costs 12756971 33769571

Other non-operating costs 3aflsol

Profit before tax 192754418 85811068

Income tax expense 52223550 1332024

Net profit of continuing operations net of tax 140530868 84479044

Net result from non-current assets held for sale 31173800 1220151

NET PROFIT FOR THE YEAR 171704668 85699195
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General information on A2A S.p.A

A2A S.p.A is company incorporated under Italian law A2A S.p.A and its subsidiaries

the Group operate essentially in Italy

A2A S.p.A was born as result of the merger between three long-standing entities AEM S.p.A

AMSA Holding S.p.A and ASM Brescia S.p.A. On December 24 2007 at the end of an

aggregation process made up of various stages the merger deeds were signed after

which from January 2008 AMSA Holding S.p.A AMSA and together with ASM

Brescia S.p.A was absorbed by AEM S.p.A AEM after which AEM S.p.A changed its name

to A2A S.p.A.

As result the share capital of AEM S.p.A now A2A S.p.A increased from euro 936024648

to euro 1629110744

From February 222008 the registered office of A2A S.p.A was transferred to Brescia Italy in

Via Lamarmora 230

The Company is responsible for business development strategic planning control financial

management and coordination of the activities of the A2A Group

Merger negotiations between ASM SpA and AEM S.p.A began in July 2006

On December 182006 the two Boards of Directors approved the Business Plan for the merger

On June 42007 the Boards of Directors of ASM AEM approved framework agreement regarding the Structure and principal

terms of the operation AMSAon the same day the Municipality of Brescia and the Municipalityof Milan signed an agreement that

laid down the guidelines for merging the two companies

On June 252007 the Merger Plan was signed by the Boards of Directors of ASM AEM and AMSA

On June 272007 the operation was approved by BresCia City Council it was then approved by Milan City Council on July 232007

On September 21 2007 the experts appointed by the Milan Court expressed their opinion on the reasonableness of the share

exchange ratio ASM share i.6o AEM shares

On October 222007 the merger plan was definitively approved by the Extraordinary Shareholders Meetings of ASM and AEM

the Ordinary Shareholders Meeting of ASM also approved the distribution of an extraordinary dividend of oil euro per share to

its own shareholders

In preparation for its merger AMSA S.p.A

spun off to Milano Immobili Reti S.r.l which is wholly owned bythe Municipality of Milan the so-called non-duplicatable

assets used in running the waste collection and Street sweeping services

contributed to wholly owned newco AMSA SrI now AMSA SpA all of the assets and liabilities and all of its juridical

relations other than the non.duplicatable assets transferred to Milano Immobili Reti S.r.l

changed its name to AMSA Holding S.p.A.
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Genera nfrmait en on AnA r.A

The A2A Group mainly operates in the following sectors

production sale and of electricity

the sale and distribution of gas

the production distribution and sale of heat through district heating networks

waste cycle management

integrated water cycle management

It also provides the subsidiaries and some of its associated companies with administrative tax

legal personnel management procurement and communication services in order to optimise

the resources that are available within the Group and to use its know-how in the best way

possible and as economically as possible

The individual annual financial statements of A2A S.p.A are expressed in euro which is also the

functional currency of the economies in which it operates

Notes are expressed in thousands of euro

The individual financial statements of A2A S.p.A at December 312008 have been prepared on

going concern basis and consist of the balance sheet income statement cash flow

statement statement of changes in equity and explanatory notes They have been prepared in

accordance with the international accounting standards IAS/IFRS issued by the

International Accounting Standard Board IASB and approved by the European Union as well

as with the provisions issued in application of article of D.Lgs 38/2005

These financial statements at December 31 2008 have been approved by the Management

Board meeting of March 25 2009 which authorised their publication

They have been audited by PricewaterhouseCoopers S.p.A in accordance with their

appointment by the Shareholders Meeting of April 26 2007 for the nine-year period

2007-2015
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The strategic value

of the aggregation

The mergers involving the A2A Group form
part of the evolution of Italian local utilities which

as they open up to more competition have initiated process of consolidation that is leading

to the formation of limited number of larger operators even if
they still have strong local

roots In this context AEM ASM and AMSA have agreed on the industrial importance of the

project which is designed to achieve suitable size to compete with other national and

foreign operators ii reinforce upstream and downstream integration in the value sector of

their core activities iii raise negotiating potential in deregulated markets iv take

advantage of opportunities deriving from economies of scale and cost/investment synergies

with view to improving the quality of the services offered and strengthen the territorial

roots of the new company which operates not only in Milan Brescia and Bergamo but also in

numerous other cities in Lombardy and Emilia continuing to provide important services to

their citizens who are A2As customers

In particular the creation of A2A will make it possible to reinforce the promotion of energy

savings and sustainable development initiatives using innovative technologies and suitable

management and industrial policies such as producing energy from renewable sources and

ii create additional value in businesses such as gas electricity environmental services

e.g waste incineration treatment and disposal and energy services for the territory such as

district heating and energy management

Having created major operator to act as self-sufficient and completely integrated national

leader in the energy and environmental sector it will take on the role of an aggregating
hub

that can attract other local operators in neighbouring geographical areas that are

complementary in terms of their customer base Small and medium-sized utilities are goingto

have to raise their efficiency in market that is experiencing growing competition and

potential compression of operating margins This gives them good reason to combine with

A2A so as to guarantee sustainable development of their own territory as the new Group will

be able to provide them with combination of leadership position with all the advantages of

size and easier access to energy procurement sources
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A2A wants to create value for its shareholders by exploiting the advantages and benefits that

will derive from achieving large enough size to compete successfully in the rapidly

deregulating local public services market from the complementary nature of the business

areas which makes it possible to integrate the value sector upstream and downstream and

from the geographical vicinity of the areas in which they operate

Synergies are expected to arise in this situation from the optimisation of the current industrial

processes such as management of the energy portfolio standardisation of the main

operating activities e.g centralised purchases and the unification of common activities

e.g staff functions technical services and coordination Synergies are also expected to

come from projects of strategic development in activities with higher potential for value

creation such as the energy market gas and electricity the environmental services

business WTE waste-to-energy waste treatment/disposal energy services for the

territory district heating local energy services and producing energy from renewable

sources
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The accounting effects

of the AEM/AMSA and

AEM/ASM mergers

AEM/AMSA

Note that prior to the merger between AMSA Holding S.p.A arid AEM S.p.A AEM was held

42.267% by the Municipality of Milan

However because of certain clauses in AEMs articles of association the Municipality of Milan

had control of it the Municipality of Milan also held ioo% of AMSA Holding S.p.A.

In light of the above the AEM/AMSA merger has been treated by IFRS as an operation under

common control i.e as an operation carried out by two entities that are subject to the

control of the same entity the Municipality of Milan Such operations are not expressly

regulated by IFRS which explains the method to be used to account for business

combinations nor by other lAS/IFRS In the absence of specific accounting principle to refer

to A2A followed lAS and adopted as the accounting treatment for booking such operations

that of booking the entities acquired to the balance sheet on the basis of the accounting

balances shown in the financial statements prior to the operation in other words ensuring

continuity of values

AEM/ASM

As regards the method of accounting used for the AEM/ASM merger the following points

should be taken into consideration

prior to the merger with AEM ASM was held 69.2% by the Municipality of Brescia

on October 2007 the Municipalities of Brescia and Milan stipulated shareholder

agreement to regulate the ownership structure and governance of A2A giving rise to joint

control by the Municipalities over A2A by means of dualistic system of administration and

control

So whatever the legal structure adopted the operation results in joint venture under the

joint control of the Municipality of Brescia and the Municipality of Milan
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International Financial Reporting Standards IAS/IFRS do not state specifically how joint

ventures are meant to account for assets and liabilities over which the venturers acquire joint

control International practice has developed two alternative approaches to such operations

either continuity of values which says that the assets and liabilities of the joint venture

should be shown on the basis of the values shown in the financial statements prior to the joint

venture deal or fresh start accounting which likens the operation to an acquisition which

means accounting for all balance sheet items at their fair value In this particular case it is felt

that the most suitable method of accounting to represent the effects of the operation in

question is continuity of values in fact the assets and liabilities continue to be under the

control albeit joint control of the Municipality of Brescia and the Municipality of Milan

The effects of these mergers on the balance sheet figures at January 2008 are summarised

in schedule in note 39
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Financial statements

For the balance sheet A2A has adopted format which separates current and non-current

assets and liabilities according to para 51 et seq of lASt

The income statement is presented by nature format that is considered more

representative than the so-called presentation by destination This is the same format as

the one used by AEMs major competitors which is in line with international practice The

results of recurring operations are shown in the income statement separately from income or

costs deriving from non-recurring transactions that form part of the businesss recurring

operations such as gains or losses on the sale of investments and other non-recurring income

or charges this makes it easier to measure the effective results of recurring operating

activities

The statement of cash flows is prepared according to the indirect method as allowed by lAS

The statement of changes in equity as been prepared in accordance with lAS

The accounting schedules included in the financial statements are in the same format as those

used in the financial statements at December 31 2007 except for the items relating to

Derivatives which have been included in Other assets and Other liabilities Goodwill

which has been included in Intangible assets and Liabilities for landfills which have been

included in Provisions for risks charges and liabilities for landfills

Note that the accounting schedules used at December 312007 were adjusted compared with

those used previously to bring them into line with those presented by the companies involved

in the merger ASM Brescia S.p.A and AMSA S.p.A.
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and accounting policies

The accounting principles adopted in 2008 are the same as those used the previousyear with

the exception of the changes described in the following paragraph Accounting standards

amendments and interpretations approved by the European Union and adopted during the

year

The following paragraphs Accounting standards amendments and interpretations already

approved by the European Union but not yet adopted by the Company in the year under

review and Accounting standards amendments and interpretations not yet approved by

the European Union summarise the changes that will be adopted in future years indicating

where possible the effects expected on the Companys financial statements

Accounting standards amendments and interpretation already approved

by the European Union and adopted during the year under review

Following
the crisis in financial markets which got even worse during the third quarter of

2008 there was request on the part of financial and institutional operators to eliminate the

inconsistencies between international accounting standards IAS/IFRS and American

accounting principles US GAAP principally in relation to certain reclassifications between

the accounting categories used to classify financial instruments

Under certain circumstances US GAAP make it possible to reclassify financial instruments

from the trading book measured at fair value to held to maturity measured at amortised

cost Such reclassifications were not allowed by lAS 39 prior to issuing the amendment to lAS

39 and IFRS of October 132008

In fact on October 13 2008 to satisfy the requests
for uniformity of treatment between

IAS/IFRS and US GAAP the IASB issued an urgent amendment to lAS 39 Financial

Instruments Recognition and Measurement and to IFRS Financial Instruments

Disclosures This new amendment makes it possible under certain circumstances to

reclassify certain non-derivative financial assets from the fair value through profit and

loss category
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ii reclassify loans and receivables from the fair value through profit and loss and available

for sale categories to the held to maturity category if the company has the intention

and ability to hold such assets for the foreseeable future or until they mature

The amendment which was approved by the European Union on October 2008 is

applicable from July 2008 A2A did not make any of the reclassifications allowed by this

amendment

In addition FRIC 11 Group and treasury share transactions was adopted during 2008

integrating the principles of IFRS on share-based payments the adoption of this

interpretation did not have material accounting effects

Accounting standards amendments and interpretation akeady

approved by the European Union but not adopted by the company

during the current year

The following standards and interpretations already approved by the European Union and

published in the E.C.O.G on January 292009 will be applied in the comingyears

IFRS Operating segments applicable from January 2009 will replace lAS 14

Reporting financial information by segment The new accounting standard requires

companies to base its segment disclosures on the same elements that management uses

to take operating decisions In other words it requires operating segments to be identified

on the basis of the internal reporting system which is regularly reviewed by management

for the purpose of allocating resources to the various segments and analysing

performance Adoption of this standard will not have any impact in terms of valuations in

the financial statements only different way of presenting segment information

lAS Revised Presentation of Financial Statements applicable from January 2009

According to the revised version all the changes generated by transactions with

shareholders have to be shown in the statement of changes in equity All transactions with

third parties comprehensive income have to be shown in single schedule of

comprehensive income or in two separate schedules income statement and statement of

comprehensive income In any case changes generated by transactions with third parties

must not be shown in the statement of changes in equity Adoption of this standard will not

have any impact in terms of valuations in the financial statements

lAS 23 Revised Obligatory capitalisation of financial expenses incurred for assets that

need certain period of time before they are ready for use or for sale applicable from

January 2009 The impact on the companys financial statements will depend on the

timing of capital expenditure
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The amendment to IFRS Share-based payments which has changed the requisites of

paragraph 21A on the treatment of non-vesting conditions the definition of vesting and

vesting conditions in appendix and the treatment of cancellations foreseen in

paragraphs 28 and 28 At present these changes will not have any significant impact on

A2A

Amendment to lAS 32 Financial instruments Presentation and to lAS Presentation of

the Financial statements Puttable Financial Instruments and Obligations Arising on

Liquidation In particular the standard requires companies to classify puttable financial

instruments and financial instruments that oblige the company to deliver part of the

companys shares to third party as equity instruments this amendment approved on

January 22 2009 has to be applied prospectively from January 2009 The adoption of

this amendment will not have any impact on the financial statements

On May 22 2008 the lASS issued series of updates to IFRS which affected IFRS lAS

lAS i6 lAS 19 lAS 20 lAS 23 lAS 28 lAS 29 lAS 36 lAS 38 lAS 39 and lAS 40 In addition

amendments to IFRS and lAS 27 relating to the cost of investments in subsidiaries in joint

ventures and associates are expected The application of these improvements approved

on January29 2009 will not have material impact

IFRIC 13 Customer loyalty programmes and IFRIC 14 lAS 19 The Limit on Defined

Benefit Asset Minimum Funding Requirements and their Interaction applicable from

January 2009 The adoption of these interpretations will not have material accounting

effects

Accounting standards amendments and interpretations not yet

approved by the European Union

The following standards and interpretations have not yet been applied as the European Union

has not yet concluded the approval process

IFRIC 12 Service Concession Arrangements applicable from January2008 application of

this interpretation could have significant impact on the presentation in the financial

statements particularly with reference to the reclassification of property plant and

equipment and intangible assets If all of the Groups assets under concession turned out

to be subject to IFRIC 12 and therefore had to be reclassified the total amount involved

could be around 204 million euro The company is carrying out all of the analyses needed

to identifythe assets that will be subject to IFRIC 12

IFRIC 15 Agreements for the Construction of Real Estate and IFRIC i6 Hedges of Net

Investment in Foreign Operation applicable from January 2009 arid from October

2008 respectively
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IFRIC 17 Distributions of Non-cash Assets to Owners and IFRIC 18 Transfers of Assets

from Customers applicable from July 2009

IFRS Revised Business combinations The main changes relate to

elimination of the obligation to measure the subsidiarys individual assets and

liabilities at fair value in the event of step acquisition of subsidiaries In such cases

goodwill will be determined as the difference between the value of the investments

immediately prior to the acquisition the consideration paid and the value of the net

assets acquired

ii if the company does not buy 00% of the investment the portion of equity belonging

to minority interests can be measured either at fair value or by using the method

previously recommended by IFRS

iii bookingto the income statement all of the costs relating to the business combination

and recognition of liabilities for contingent consideration payments at the

acquisition date The Revised standard is applicable from July 2009

iv lAS 27 Revised Consolidated and Separate Financial Statements according to

which changes in the
percentage interest that do not involve loss of control have to

be treated as an equity transaction which means that the contra-entry has to be

booked to equity Moreover the revised standard lays down that when control over

subsidiary is ceded but the company still maintains an interest in it the investment

has to be measured at fair value booking any gains or losses that arise when control

is lost to the income statement The Revised standard is applicable from July 12009

On July 31 2008 the IASB issued an amendment to lAS 39 Financial Instruments

Recognition and Measurement which clarifies certain aspects of hedge accounting in

particular which elements can be hedged under certain circumstances The amendment

has to be applied from July 2009 and can be applied in advance

On November 27 2008 the IASB issued amendments to lAS 39 Financial instruments

Recognition and Measurement and to IFRS Financial Instruments Disclosures

reclassification of Financial Assets both applicable from July 2008 And in November

IFRS Revised First Adoption of International Financial Reporting Standards applicable

from July2009

33



Separate Financia Statements Year 2008

Accounting policies

Basis of preparation

The financial statements have been prepared on the basis of historical cost except for those

items which under IFRS are valued at fair value as indicated in the accounting policies

Translation of foreign currency items

The individual annual financial statements of A2A S.p.A are expressed in euro which is also the

functional currency of the economies in which it operates Transactions in currencies other

than the euro are initially booked at the exchange rate ruling on the day of the transaction

Monetary assets and liabilities denominated in foreign currency are translated into euro at the

exchange rate ruling on the balance sheet date

Non-monetary items valued at historical cost in foreign currency are translated at the

exchange rate ruling on the date when the transaction was first recorded Non-monetary

items shown at fair value are translated at the exchange rate ruling on the valuation date

Property plant and equipment

Industrial buildings are booked under property plant and equipment whereas non-industrial

buildings are classified as investment property

Property plant and equipment purchased separately are booked at historical cost including

any additional charges directly attributable to the asset and needed to bring it into service

e.g transport customs duty location preparation expenses installation and testing costs

notary and cadastral fees and any non-deductible VAT increased by the present value of the

estimated cost of restoring the location from an environmental point of view or dismantling

the plant if this is significant and obligatory
under current regulations If important

components of property plant and equipment have different useful lives they are accounted

34



Separate Financial Statements Year 2008

Accouiting poces

for separately according to the component approach giving each of them its own useful life

for the purpose of calculating depreciation All plots of land whether occupied by residential

or industrial buildings or devoid of construction are not depreciated as they have an

unlimited useful life except for land used in production activities that is subject to

deterioration over time e.g landfills quarries Ordinary maintenance costs are wholly

expensed to the income statement in the year they are incurred Costs incurred for regular

maintenance are attributed to the assets to which they refer and are depreciated over their

specific residual useful life

Assets held under finance leases through which substantially all risks and benefits of

ownership are transferred to A2A are recognised as A2A assets at the lower of fair value and

the present value of minimum lease payments The corresponding liability to the lessor is

shown in the balance sheet under financial payables

Property plant and equipment are shown net of accumulated depreciation and any

writedowns Depreciated is calculated from the year in which the individual asset enters

service and is charged on straight-line basis over the estimated useful life of the asset for the

business The estimated realisable value which is deemed to be recoverable at the end of their

useful life is not depreciated The useful life of each asset is reviewed annually and any

changes if needed are made with view to showing the correct value of the asset

The depreciation of freely transferable assets is calculated on straight-line basis over the

lower of the residual duration of the concession and the estimated useful life of the assets

Landfills are depreciated on the basis of the percentage filled which is calculated as the ratio

between the volume occupied at the end of the period and the total volume authorised

The main depreciation rates used which are based on technical and economic considerations

are as follows

Pep es
buildings 1.0%- 17.3%

production plant 1.0% 33.3%

transport lines 1.4% 100.0%

transformation stations _________________________________________ 1.8% 33.3%

distribution networks 1.4% 33.3%

miscellaneous equipment 3.3%-loo.o%

mobile phones 100.0%

furniture and fittings 10.0% 25.0%

electric and electronic office machines ____________________________ 10.0% 33.3%

vehicles io.o%- 25.0%

leasehold improvements 12.5% 33.3%
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Items of property plant and equipment are subjected to impairment testing if there are

specific signs that they have suffered loss of value using the methods explained below in the

paragraph entitled Impairment of assets writedowns can be reversed in subsequent

periods if the reasons for them no longer apply

No financial expenses were capitalised during the year

When an asset is sold or future economic benefits are no longer expected from using the

asset it is eliminated from the balance sheet and any gain or loss i.e the difference between

the disposal value and the carrying value is booked to the income statement in the year of the

elimination

Intangible assets

Intangible assets are identifiable non-monetary assets that cannot be seen touched or

physically measured which are controlled by the enterprise and able to produce future

economic benefits this category also includes goodwill that have been purchased at price

The fact of being identifiable is to distinguish an intangible asset that has been acquired from

goodwill usuallythis requirement is met when the intangible asset is attributable to legal

or contractual right or ii the asset is separable on other words it can be sold transferred

rented out or exchanged autonomously or as an integral part of other assets Control by the

enterprise consists of the right to enjoy the future economic benefits deriving from the asset

and the possibility of limiting access to it by others

Intangible assets are reported in the financial statements at purchase or production cost

including ancillary charges determined in the same way as for property plant and equipment

Intangible assets produced internally are not capitalised but charged to income in the period

in which the costs are incurred

Intangible assets with definite useful life are shown net of accumulated amortisation and any

permanent losses of value which are established in the same way as for property plant and

equipment Changes in the expected useful life or in the ways in which the future economic

benefits of an intangible asset are achieved by the Company are accounted for by suitably

adjusting the period or method of amortisation treating them as changes in accounting

estimate The amortisation applied to intangible assets with definite useful life is charged to

the income statement in the cost category that reflects the function of the intangible asset

concerned

Intangible assets are subjected to impairment testing if there are specific signs that they have

suffered loss of value using the methods explained below in the paragraph entitled

Impairment of assets writedowns can be reversed in subsequent periods if the reasons for

them no longer apply
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Intangible assets with an indefinite useful life and those that are not yet available for use are

subjected to impairment testing on an annual basis whether or not there are specific signs

that they have suffered loss of value using the methods explained below in the paragraph

entitled Impairment of assets Writedowns of goodwill cannot subsequently be written

back

Gains or losses on disposal of an intangible asset are calculated as the difference between the

disposal value and the carrying value of the asset and are booked to the income statement at

the time of the disposal

The following amortisation rates are applied to intangible assets with definite useful life

industrial patents and intellectual property rights 12.5% 33.3%

concessions licences trademarks and similar rights 6.7% 33.3%

leasehold improvements 12.5% 33.3%

Impairment of property plant and equipment and intangible assets

Intangible assets are subjected to impairment testing if there are specific signs that they have

suffered loss of value

Goodwill other intangible assets with an indefinite usefu life or assets not available for use

are tested for impairment everyyear or more frequently if there are signs that the assets may

have suffered loss in value

Impairment testing consists of comparing the recoverable amount of the asset with its net

book value

The recoverable amount of an asset is the higher of its fair value net of selling costs and its

value in use To determine an assets value in use the Company calculates the present value of

the estimated future cash flows before tax applying pre-tax discount rate which reflects

current market valuations of the time value of money and the specific risks to which the asset

is exposed loss in value is booked if the realisable value is lower than the book value If

subsequently loss on an asset other than goodwill is eliminated or reduced the book value

of the asset or of the CGU is raised up to the new estimate of recoverable value but without it

exceeding the value that the asset would have had without any impairment loss Writebacks of

impairment losses are booked immediately to the income statement

When it is not possible to estimate the recoverable value of an individual asset the Company

estimates the recoverable value of the cash generating unit CGU or group of CGUs to which

the asset belongs or to which it can reasonably be allocated

The CGUs have been identified according to the organisational and business structure as

homogeneous aggregations that generate independent cash flows deriving from the

continuous use of the assets attributed to them
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Emission quotas and green certificates

Different accounting policies are applied to quotas or certificates held for own use in the

Industrial Portfolio and those held for trading purposes in the Trading Portfolio

Surplus quotas or certificates held for own use which are in excess of the companys

requirement in relation to the obligations accruing at the end oftheyear are booked to other

intangible assets at cost Quotas or certificates
assigned

free of
charge are booked at zero

value Given that they are assets for instant use they are not amortised but subjected to an

impairment test The recoverable amount is the higher of its value in use and its market value

If on the other hand there is deficit because the requirement exceeds the quotas or

certificates in portfolio at the balance sheet date provision is made in the financial statements

for the charge needed to meet the residual obligation this is estimated on the basis of any

purchase contracts spot or forward already signed at the balance sheet date otherwise on

the basis of market prices

Quotas or certificates held for trading in the Trading Portfolio are booked to inventories

and measured at the lower of purchase cost and estimated realisable value based on market

trends Quotas or certificates assigned free of charge are booked at zero value Market value

is established on the basis of any sales contracts spot or forward already signed at the

balance sheet date otherwise on the basis of market prices

Investments in subsidiaries associates and joint venture

Subsidiaries are those companies where AEM S.p.A has control giving it autonomous power

to make strategic decisions for the company in order to obtain the related benefits
Generally

speaking it is assumed that control exists when more than half of the voting rights that can be

exercised at ordinary shareholders meetings are held directly and indirectly also considering

so-called potential votes i.e voting rights deriving from convertible instruments

Associates are those companies where AEM S.p.A has significant influence over the companys

strategic decisions despite not having control also considering potential voting rights deriving

from convertible instruments significant influence means that A2A S.p.A directly or indirectly

holds more than 20% of voting rights that can be exercised at ordinary shareholders meetings

ajoint venture is an agreement with which two or more parties undertake an economic

activity subject to shared control

Investments in subsidiaries and associates are stated at cost adjusted for any impairment

losses

If the Companys share of the affiliates losses is greater than the book value of the investment

the value of the investment is cancelled and the share of any further losses is booked as

provision if the Company is obliged to cover them
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Their value is restated in future
years

if the reasons for the writedown no longer apply

In the separate financial statements joint venture are valued at cost

Long-term construction contracts in progress

Long-term construction contracts currently in
progress are valued on the basis of the

contractual fees that have accrued with reasonable certainty according to the stage of

completion or cost to cost method so as to allocate the revenues and net result of the

contract to the individual periods to which they belong in proportion to the progress being

made on the project Any difference positive or negative between the value of the contracts

and the advances received is booked respectively to the asset or liability side of the balance

sheet

In addition to the contractual fees contract revenues include any variants price revisions and

incentive awards to the extent that probably represent actual revenues that can determined

with reasonable degree of reliability Ascertained losses are recognised independently of the

stage
of completion of the contracts

Inventories

Inventories of materials and fuel are valued at the lower of weighted average cost and market

value at the period-end Weighted average cost is determined for the period of reference and

for each inventory code Weighted average cost includes any additional costs such as sea

freight customers charges insurance lay or demurrage days in the purchase of fuel relating to

purchases during the period Inventories are constantly monitored and whenever
necessary

technologically obsolete stocks are written down with charge to the income statement

Financial instruments

Financial instruments include trading investments and investments that are available for sale

and non-current receivables and loans trade and other receivables originated by the company

and other current financial assets such as cash and cash equivalents They do not include

investments in subsidiaries joint ventures and associates Cash and cash equivalents include

bank deposits readily negotiable securities used as temporary investments of surplus cash and

financial receivables due within three months They also include financial payables bank loans

and bonds trade payables other payables and other financial liabilities and derivatives

Financial assets and liabilities are recognised at the time that the contractual rights and

obligations foreseen by the instrument arise
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Initially all financial assets are recognised at fair value including ancillary charges

purchase/issue costs.in the case of assets and liabilities not measured at fair value through

profit and loss

Measurement subsequent to initial recognition depends on the classification of the

instrument to one of the following categories

non-derivative financial assets and liabilities at fair value through profit and loss include

financial assets and liabilities held for trading HFT i.e with the intention of

repurchasing or reselling them in the short term
financial liabilities which on initial recognition have been designated as being at fair

value through profit and loss

other non-derivative financial assets and liabilities including

loans and receivables LR
investments held to maturity HTM
financial liabilities valued at amortised cost

available-for-sale financial assets AFS
derivatives

The following is detailed explanation of the accounting policies applied in measuring each of

the above categories after initial recognition

non-derivative financial assets and liabilities at fair value through profit and loss

are measured at fair value with any changes being booked to the income statement This

category includes investments trading securities and the non-convertible bond loan

issued by A2A S.p.A on October 172003 code XSo179o91425 for nominal value of 500

million euro and listed at the Luxembourg Stock Exchange

other non-derivative financial assets and liabilities with fixed or determinable

payments other than investments are valued at amortised cost Any transaction costs

incurred during the acquisition or sale are adjusted directly on the nominal value of the

asset or liability e.g issue premium or discount loan acquisition costs etc. Then

financial income and charges are remeasured on the basis of the effective interest rate

method Financial assets are assessed regularly to see if there are any signs that they have

suffered impairment In the assessment of receivables in particular account is taken of the

solvency of the creditors as well as the characteristics of credit risk which is indicative of

the individual payment capacity of the individual debtors Any impairment losses are

booked as cost to the income statement This
category

includes the investments held

with the intent and the capacity for them to be held to maturity non-current loans and

receivables trade receivables and other receivables originated by the business financial

payables trade payables other payables and other financial liabilities
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available-for-sale financial assets represented by non-derivative financial assets that

are not classified as financial assets at fair value through profit and loss or other financial

assets are measured at fair value and any gains or losses on them are booked directly to

equity until they are sold at which stage theyget transferred to the income statement the

losses booked directly to equity are in any case reversed and booked to the income

statement even if the financial asset has not been eliminated if there is objective evidence

that the asset has suffered impairment unlisted investments with fair value that cannot

be reliability measured on the other hand are valued at cost less
any impairment losses

their value is restated in future
years

if the reasons for the writedown no longer apply

except for writedowns of equity instruments This
category essentially includes the other

investments i.e not subsidiaries joint ventures or associates except for those held for

trading trading investments

derivatives are measured at fair value with any changes being
booked to the income

statement if they do not satisfy the conditions to qualify as hedges Derivatives are

classified as hedges when the relationship between the derivative and the item being

hedged is formally documented and the effectiveness of the hedge is high this being

checked periodically Hedging derivatives that limit the risk of fluctuations in the fair value

of the items being hedged fair value hedges are booked at fair value through profit and

loss in the same way the instruments being hedged are adjusted to reflect changes in the

fair value associated with the risk being hedged When derivatives hedge the risk of

changes in the cash flows generated by the instruments being hedged cash flow hedges

the effective portion of changes in the fair value are booked to equity while the ineffective

portion is charged to the income statement The amounts booked directly to equity are

reflected in the income statement in line with the economic effects produced by the item

being hedged

financial asset or where applicable part of financial asset or parts of group of similar

financial assets is derecognised when

the rights to receive cash flows come to an end

the Company has retained the right to receive the future cash flows of the assets but has

assumed contractual obligation to pass
them on to third party without material delay

the Company has transferred the right to receive the cash flows from the asset and has

transferred substantially all of the risks and rewards of ownership of the financial asset or

ii if it has neither transferred nor retained substantially all of the risks and rewards of the

asset but has transferred control over it

In the cases in which the Company has transferred the rights to receive financial flows from an

asset and has neither transferred nor retained substantially all of the risks and rewards or has
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not lost control over it the Company continues to recognise the asset to the extent to which

it has continuing involvement in the asset continuing involvement that takes the form of

guarantee over the asset that has been transferred is measured at the lower of the initial book

value of the asset and the maximum amount that the Company might have to pay Trade

receivables considered definitively unrecoverable after all the necessary recovery

procedures have been completed are also eliminated from the balance sheet

financial liability should be removed from the balance sheet when and only when it is

extinguished that is when the obligation specified in the contract is either discharged

cancelled or expired

Where there has been an exchange between an existing borrower and lender of debt

instruments with substantially different terms or there has been substantial modification of

the terms of an existing financial liability this transaction is accounted for as an

extinguishment of the original financial liability and the recognition of new financial liability

gain or loss from extinguishment of the original financial liability is recognised in the income

statement

The fair value of financial instruments that are listed in an active market is based on market

prices at the balance sheet date The fair value of instruments that are not listed on an active

market is determined by using recognised valuation methods The valuation of financial

derivatives for electricity at fair value in the absence of forward market curve has been

estimated internally using models based on industry best practice

Non-current assets held for sale disposal groups and discontinued

operations IFRS

Non-current assets held for sale disposal groups and discontinued operations whose book

value will be recovered principally by being sold off rather than being continuously used are

valued at the lower of net book value and fair value net of selling costs disposal group is

understood as being series of assets and liabilities that are directly correlated and likelyto be

sold off as part of single transaction Discontinued operations on the other hand consist of

significant portion of the Group such as an important independent business division

representing an activity or geographical area of activity or subsidiary bought exclusively

with view to reselling it

In accordance with IFRS the figures for non-current assets held for sale disposal groups and

discontinued operations are shown on two specific lines in the balance sheet assets held for

sale and liabilities directly associated with assets held for sale
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With exclusive reference to discontinued operations the net economic results made by them

during the disposal process any gains or losses on disposal and the corresponding

comparative figures for the previous year or period are shown on specific line in the income

statement net profit loss on discontinued operations and assets held for sale

Employee benefits

Severance indemnities and pension provisions are determined using an actuarial method the

rights accrued by employees duringthe year are booked to the income statement under labour

cost whereas the figurative financial cost that the company would have to bear were it to ask

the market for an equivalent loan is booked to net financial income charges The actuarial gains

and losses which reflect the effects of changes in the actuarial assumptions are booked to the

income statement taking into account the residual average useful life of the employees

In particular as result of the Budget Law no 296 of December 27 2006 only the portion of

accrued severance indemnities that remained in the company has been valued according to

lAS 19 as indemnities are now paid over to separate entity as they accrue either to

supplementary pension scheme or to funds held by INPS As result of these payments the

company no longer have any obligations in connection with the services that employees will

render in the future

Guaranteed employee benefits paid on or after termination of employment through defined-

benefit plans energy discount health care or other benefits or long-term benefits fidelity

bonus are recognised in the period when the right accrues

The liability relating to defined-benefit plans net of any assets that exist to service the plan is

determined on the basis of actuarial assumptions and booked on an accrual basis in line with

the work needed to be done to obtain the benefits the liability is valued by independent

actuaries

Gains and losses arisingfrom the actuarial calculation are charged to the income statement as

cost or as income the company does not apply the so-called corridor method

Provisions for risks charges and liabilities for landfills

The provisions for risks and charges concern costs of determined nature that definitely or

probably exist butwhich at the balance sheet date are uncertain in terms of amount ortiming

Such provisions are recognised when there is current liability legal or implicit deriving

from past event if it is likely that resources will have to be spent to satisfy the liability and it

is possible to make reasonable estimate of the amount of the liability
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Provisions are booked for an amount that represents the best estimate of the amount that the

Company would have to pay to extinguish the liability or to transfer it to third parties as of the

balance sheet date If the effect of discounting is significant the provisions are calculated by

discounting expected future cash flows at pre-tax discount rate that reflects current market

valuation of the cost of money overtime If discounting is applied the increase in the provision

due to the passing of time is booked as financial expense If the liability refers to property

plant and equipment such as dismantling and reclamation of industrial sites the iiitial

provision is recognised as contra-entry to the assets to which it refers the expense is then

charged to the income statement through the process of depreciating the asset in question

Treasury shares

Treasury shares are booked as reduction of equity The par value of the treasury shares is

booked as separate item as reduction of shareholders equity

Grants

Grants both from public entities and from external private entities are booked at fair value

when there is reasonable certainty that they will be received and that the Company will be able

to comply with the terms and conditions for obtaining them

Contributions received to help cover the cost of specific items of property plant and

equipment are booked as direct reduction of the assets concerned and credited to the

income statement over the period of depreciation of the assets to which they refer

Operating grants given to provide the company with immediate financial aid or as

compensation for costs or losses incurred in previous accounting period are charged in

their entirety to the income statement as soon as the conditions for booking the grants are

satisfied

Revenues and costs

Revenues are recognised to the extent that it is possible to establish their fair value on

reliable basis and it is probable that the related economic benefits will be enjoyed Depending

on the type of transaction revenues are recognised on the basis of the following specific

criteria

revenues for the sale and transport of electricity and
gas

are recognised at the time that

the energy is supplied or the service rendered even if they are still to be invoiced and

determined by integrating those based on pre-established meter-reading calendars with
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suitable estimates These revenues are based when applicable on the tariffs and related

tariff restrictions foreseen by current law and by the Italian Authority for Electricity and

Gas and equivalent organisation abroad in force during the period of reference

connection contributions paid by users if not for costs incurred to extend the network

are book to income on collection and shown under revenues from services

the revenues billed to users for an extension of the gas network are accounted for as

reduction in the value of property plant and equipment being recognised to the income

statement as reduction in depreciation over the useful life of the cost capitalised to

extend the network

the revenues and costs involved in withdrawing quantities that are higher or lower than

the Groups share are measured at the prices foreseen in the related purchase or sale

contract

revenues from the provision of services are recognised according to the stage of

completion based on the same criteria as for contract work in progress If it is impossible

to establish the value of revenues on reliable basis they are recognised up to the amount

of the costs incurred providing they are expected to be recovered

revenues are booked net of returns discounts allowances and bonuses as well as directly

related taxes

revenues from the sale of green certificates are booked at the time of sale

The costs are for goods or services sold or consumed during the year or as result of

systematic allocation if it is not possible to see any future use for them they are charged to

income

Finandal income and charges

Financial income is recognised when interest income arises as result of applying the

effective interest method at the rate which exactly discounts the expected future financial

flows based on the expected life of the financial instrument

Financial expenses are recognised on an accrual basis and booked to the income statement at

the amount of the effective interest

Dividends

Dividend income is recognised when it is established that the shareholders have right to

receive payment

Dividends are classified as financial income in the income statement
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Income taxes

Current taxes

Current income taxes for the period are based on an estimate of taxable income and in

compliance with current tax regulations account is also taken of the fact that the Company

now files for tax on Group basis

Deferred tax assets and liabilities

Deferred tax assets and liabilities are calculated on the temporary differences between the

values given to assets and liabilities in the balance sheet and the corresponding values

recognised for tax purposes based on the tax rates in force at the time that the temporary

differences are likely to reverse Deferred tax assets are recognised to the extent that there

will probably be sufficient taxable income in the future to absorb them The book value of

deferred tax assets is reduced to the extent that it is no longer probable that the tax benefit

will be realised The valuation of deferred tax assets takes account of the planning period for

which approved corporate plans are available When the results are booked directly to equity

the current taxes deferred tax assets and deferred tax liabilities are also booked directly to

equity The deferred tax liabilities on profits not distributed by Group companies are only

provided for if there is genuine intention to distribute such profits and in any case if the

taxation is not offset against consolidated tax loss

Use of estimates

Preparing the financial statements and notes required the use of estimates and assumptions

both in the recognition of certain assets and liabilities and in the measurement of contingent

assets and liabilities The actual results after the event could differ from such estimates

Estimates have been used in impairment testing to determine certain sales revenues in

provisions for risks and charges in provisions for bad and doubtful accounts and other

writedowns amortisation and depreciation the valuation of derivatives employee benefits

and taxes Estimates and assumptions are revised periodically and the impact of any change is

booked immediately to the income statement

The following are the key assumptions made by management as part of the
process

of making

these accounting estimates The inherently critical element of such estimates comes from

using assumptions or professional opinions on matters that are by their very nature

uncertain Changes in the conditions underlying the assumptions and opinions used could

subsequently have material impact on the results
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Impairment testing

The book value of non-current assets includinggoodwill and the other intangible assets and

of the assets held for sale is checked periodically and any time the circumstances or events

require them to be checked more often If it is felt that the book value of group of non

current assets has suffered an impairment it is written down to its recoverable value which is

estimated according to its use and future sale depending on what was established in the

companys latest plans Management is of the opinion that the estimates of these recoverable

values are reasonable however possible changes in the factors underlying the estimates on

which these recoverable values have been calculated could lead to different assessments For

further details on the methods of carrying out impairment testing and its results reference

should be made to the specific paragraph below

Revenue recognition

Revenues from sales to retail and wholesaler customers are recognised on an accruals basis

Revenues from sales of electricity and gas to customers are recognised when the supply takes

place based on periodic meter readings they also include an estimate of the value of

electricity and gas consumption from the date of the last reading to the end of the period of

reference Revenues from the date of the last reading and the end of the period are based on

estimates of customers daily consumption according to their historical profile and adjusted

to reflect weather conditions or other factors that may affect the consumption being

estimated

Provisions for risks and charges

In certain circumstances it is not at all easy to identify whether current legal or implicit

obligation exists The directors evaluate these situations case by case together with an

estimate of the resources required to fulfil the obligation Estimating such provisions is the

result of complex process that involves subjective judgements on the part of management

When the directors are of the opinion that it is only possible that liability could arisethe risks

are indicated in the section on commitments and contingent liabilities without making any

provision

Provision for bad and doubtful accounts

The provision for bad and doubtful accounts reflects estimated losses in the companys

receivables portfolio Provisions have been made to cover expected bad debts estimated on

the basis of past experience of receivables with similar risk profile current and past

uncollected accounts reversals and collections as well as careful monitoring of the quality of
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the receivables portfolio and the current and foreseeable conditions of the economy and

markets of reference

Even though the provision is considered adequate the use of different hypotheses or changes

in prevailing economic conditions even more so in this period of recession could give rise to

changes in the provision for bad and doubtful accounts

Depreciation and amortisation

Depreciation and amortisation are significant cost for the company Non-current assets are

depreciated or amortised each year on straight-line basis over the useful life of the assets

The useful life of companys non-current assets is established by the directors at the time they

are purchased The company periodically evaluates technological and sector developments

dismantling/closure charges and the
recovery

value as assets to update their residual useful

life This periodic update could entail change in the period of depreciation or amortisation

and hence also the depreciation/amortisation charge in future years

Measurement of derivatives

The derivatives used are measured at fair value based on the forward market curve at the

balance sheet date if the underlying of the derivative is traded on markets that offer official

liquid forward prices If the market does not offer forward prices forecast price curves are

used based on simulation models developed by the company internally However the

effective results of derivatives could differ from the initial estimates made

Note that compared with previous years the serious turbulence that took place on the

markets for the energy commodities traded by the company as well the fluctuations in

exchange and interest rates towards the end of 2008 and the beginning of 2009 could lead to

greater volatility in cash flows and in expected results

Employee benefits

The calculations of these expenses and the related liabilities are based on actuarial

assumptions The effects of any changes in these assumptions are all charged to the income

statement

Current taxes and the future recovery of deferred tax assets

The uncertainties that exist regarding the correct way of applying certain tax regulations

introduced recently have involved the company taking an interpretative stance when
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providing for current taxes in these financial statements such interpretations could be

overturned by official clarifications on the part of the tax authorities

Deferred tax assets are accounted for on the basis of the taxable income expected to be

generated in future years The measurement of expected income for the purpose of

accounting for deferred taxation depends on factors that can vary over time and lead to

significant effects on the measurement of deferred tax assets
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Changes compared with December 31 2007

Absorption of ASM Brescia S.p.A and AMSA Holding S.p.A

As result of the merger of AMSA Holding S.p.A and ASM S.p.A with AEM S.p.A on December

24 2007 with effect from January 2008 the figures at December 31 2008 are not

comparable with those at December 31 2007

ASSETS

Non-current assets

Property plant and equipment

Land 19776 9488 29264 86 86 29178

Thousandsofeuro Amouat

12312007

Merger

effect

0101 2008

0101 2008

post-

merger

Changesduringtheyear

Capital Other Disposals Amorti- Total

expen- changes
sation

change

diture

Amount at

12311008

Buildings 98529 94761 193290 44156 2646 221 751a 39071 23236

Plant and machinery 415297 593327 1008624 54331 12869 110 72a71 5281 003343

lndustrialandcomrnercialequipment 2594 1671 4265 483 1004 467 3798

Other
properry plant and equipment 9838 6798 16636 3102 1678 4180 2789 13847

Freely
transferable assets 260183 260183 440 3748 46977 42789 27794

Construction in
progress

and

advances 11484 17365 28849 26602 nto36 866 37.45

Leasehold improvements 711 713 665 670 43

Leased assets 47087 620 47707 1442 1442 46.265

Total 8679o 724741 1589531 129114 483 1031 133487 5887 1583644

of which

Historicalcost
1165134 1126476 2291610 129114 483 5598 123033 244643

Accumulated depreciation 300344 401735 702079 4567 133487 128920 830999

Writedowns/Revaluations
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Property plant and equipment amounting to 1583644 thousand euro 864790 thousand

euro at December 312007 decrease by 5887 thousand euro net of the merger impact for

the effect of

an increase of 129114 thousand euro due to capital expenditure and advances paid to

suppliers during the year

decrease of 483 thousand euro due to the reclassification of certain assets to different

balance sheet category

decrease of 1031 thousand euro on the disposal of assets net of accumulated

depreciation

decrease of 133487 thousand euro due to depreciation for the year

Capital expenditure in 2008 related to

buildings for 44156 thousand euro In particular 1777 thousand euro for capital

expenditure on buildings in Bormio Fusino and Signora 890 thousand euro for capital

expenditure on buildings in Grosio and Cassano dAdda power stations the piazza Trento

and via Caracciolo substations the warehouse in via Gonin the building in via Orobia in

Milan 21487 thousand euro for the purchase of the
building

in via Lamarmora 16657

thousand euro for the purchase of the building of Aprica S.p.A 3345 thousand euro for

works on the buildings in the Brescia area

non-transferable plant and machinery for 54331 thousand euro In particular 1861

thousand euro were used for works on the hydroelectric power stations in Valtellina 379

thousand euro for the extension and cabling of telephone and MT/LT power lines in

Valtellina 17206 thousand euro for UT machinery and related works 17412 thousand euro

for tubes connections and integrated water cycle installations 17179 thousand euro for

tubes connections meters and installation for the heat sector and 294 thousand euro for

public illumination installations

freely transferable plant and machinery for 440 thousand euro for works on the Stazzona

Grosotto and Premadio stations in Valtellina

equipment for 483 thousand euro

furniture fittings office machines and mobile phones for 3102 thousand euro

The overall value of property plant and equipment includes 37415 thousand euro 11484

thousand euro at December 312007 of construction in
progress

and advance payments with

changes during the year of 8566 thousand euro net of the merger effect detailed as follows

the increases of 26602 thousand euro in particular 3566 thousand euro of capital

expenditure during the year to complete works on the buildings in Piazza Trento Via

Canavese Via Gonin Cassano dAdda and Premadio 9368 thousand euro mainly due to

works on the Grosio Premadio Braulio Stazzona and Cassano dAdda stations 150

thousand euro for works on the telephone network 24 thousand euro for other

construction in progress 3137 thousand euro principally for consolidation work on the
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San Giacomo dam 1928 thousand euro for work in
progress on the heat sector plants and

new boilers at the North station of Brescia 3034 thousand euro for work in progress on

the integrated water cycle installations various plants and water purification plants as

well as sewer networks and connections and 3408 thousand euro for work in
progress on

the energy sector 220 kv link stations for the Mincio plant restructuring of the

hydroelectric power stations in Prevalle sul Naviglio sul Chiese and an increase of 1987

thousand euro of advances paid to suppliers during the year

decreases 18036 thousand euro mainly due to the transfer to operations of new sections

of the Cassano Grosio Premadio and Stazzona plants and investments in the district

heating and sewer networks

Property plant and equipment include 46265 thousand euro of leased assets the residual

payable to leasing companies at December 312008 amounts to 19192 thousand euro

Please note that freely transferable assets related to the hydroelectric production plants

during the second half of 2007 the depreciation period has been revised
following sentence

no issued by the Constitutional Court on January i8 2008 their useful lives have been

reduced by io years as result The Company reserves the right to take any steps to protect its

investments and its interests

Intangible assets

Thousands of euro Amount at
Merger oi oi zoo8

Changes during the year Amount at

12312007 effect
1231 2028

0101 2008 ff Capital Other Write- Amorti- Total

expen- changes downs sation
changes

diture forthe

year

Industrial patents and intellectual

propertyrights 12872 2019 14891 3127 4467 5166 3fQ

Concessions licencestradernarks

and similar rights 1533 12534 14067 1030 800 2118 288 13779

Goodwill 55480 55480 zooo 2000 53480

Assetsinprocessofformation 4287 4287 4470 5076 606 3981

Other intangible assets 446 157 603 50 53 sóo

Total
19138 70190 89a8 86 245 2000 7377 5o9 88819

Intangible assets at December 31 2008 amount to 88819 thousand of euro 19138 thousand

of euro at December 31 2007 and net of the merger effect they decrease by 509 thousand

of euro due to the effect of the following items

an increase of 8627 thousand euro due to capital expenditure during the year of which

3127 thousand euro relating to industrial patents and intellectual property rights 1030
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thousand euro to concessions licences trademarks and similar rights and 4470 thousand

euro to work in progress of which 3000 thousand euro relate to the updating of SAP

licences

decrease of thousand euro due to amortisation for the year

an increase of 241 thousand euro due to the reclassification of certain assets to different

balance sheet category

decrease 2000 thousand of euro for the writedown of goodwill

Goodwill

Thoosandsofeuro ImowOat Merger 01012008 Changesduringtheyear Amauntat

12312007 effect post- 1231200$

0101 2008 merger
Additions Other Redassifi- Disposals Amorti- Total

changes cations Write- sation change

downs

Goodwill 55480 2000 2000 53450

Total 55480 55480 2000 2000 53490

Goodwill arises entirely from the absorption of ASM Brescia S.p.A into A2A S.p.A.

lAS 36 says that goodwill being an intangible asset with an indefinite useful life is not to be

amortised systematically but submitted to an impairment test at least once ayear Given that

this goodwill will not generate independent cash flows nor can it be transferred

autonomously lAS 36 requires its recoverable value to be verified on residual basis

determining the cash flows generated by series of activities that identify the corporate units

to which they belong namely the cash generating units orCGU5

Given that this is goodwill that arose as result of extraordinary transactions with third

parties the goodwill shown in the separate financial statements forms part of the goodwill in

the consolidated financial statements the approach followed in identifying the CGU5 in

allocating the goodwill and in determining the recoverable values is therefore consistent with

that adopted in the consolidated financial statements to which reference should be made for

further information note

Tests have shown need to write down the goodwill allocated to the Integrated Water Cycle

CGU by 2000 thousand euro
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Investments in subsidiaries amount to 3300562 thousand euro 2552942 thousand euro at

December 312007

The following tables shows changes of the year

Investments in subsidiaries Thousands of euro

These investments have increased in value by 777620 thousand euro compared with the end

of the previous year mainly due to

692326 thousand euro of the increase deriving from the merger effect

84978 thousand euro for the increase of 52012 thousand euro due to the purchase of 6%

in Ecodeco S.r.l following the exercise of the call option 32952 thousand euro for the

purchase of 100% of the share capital in A2A Coriance S.a.s 10 thousand euro for the

acquisition of ioo% of the share capital in A2A Produzione S.r.l as well as thousand euro

for the acquisition of shares owned by Metropolitana Milanese S.p.A in AEM Elettricità

S.p.A and AEM Gas S.p.A

thousand euro for the sale of 40% in Proaris S.r.l

320 thousand euro for reclassification of the investment in Plurigas S.p.A from

investments in associates as following the merger A2A S.p.A now owns 70% of this

companys share capital

Thousands of euro

Investments in subsidiaries

Amount at

1231 2007

2522942

Merger
effect

01012008

692326

01012008

post-

merger

3215268

Changes

during

the year

85294

Investments in associates 463864 594155 1058019 486781 571238

Total investments 2986806 1286481 4273287 401487 3871800

Amount at

1231 2008

3300562

Total

Amount at December31 2007 2522942

Changes during theyear

merger effect 692326

acquisition and capital increases 84978

sales

revaluations

writedowns

other changes 320

Total changes fortheyear 777620

Amount at December31 2008 3300562
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Reference should be made to attachment 3/a for details on changes in Investments in

subsidiaries and to attachment 4/a for the comparison between book value of investments

and the corresponding portions of the equity Even if the book value of investments is higher

than the portions of net equity pertaining to the Company A2A has not written them down as

the companies have positive earnings prospects

Investments in associates

Investments in associates amount to 571238 thousand euro 463864 thousand euro at

December 312007

The following tables shows changes of the year

Investments in associates Thousands of euro Total

Amount at December 312007 463864

Changes during the year

merger effect 594155

acquisition and capital increases 2607

sales

revaluations

writedowns 6098

reclassifications 482.926

other changes

Total changes during the year 107374

Amount at December 31 2008 571238

The investments in associates at December 31 2008 show net increase compared with

December 312007 of 107374 thousand euro due to the following transactions

594l55thousand euro of the increase due to the merger

2607 thousand euro for the increase due for 2500 thousand euro to the funds paid in by

shareholders in view of the future increase in capital of Ergosud S.p.A and for 107

thousand euro for the increase in share capital of Sviluppo Turistico Lago dIseo S.p.A

for 6098 thousand euro the decrease arising from the writedown of the investment in

AGAM S.p.A

for 482936 thousand euro the reclassification of the investment in E.ON Produzione

S.p.A formerly Endesa Italia S.p.A under the item Non-current assets held for sale

for 354 thousand euro the decrease 320 thousand euro arising from the reclassification

of the investment in Plurigas S.p.A under investments in subsidiaries following the

merger process and from the cancellation 34 thousand euro of AEM-Bonatti S.c.a.r.l

and Lombardia Gas Trader S.r.l in liquidation
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Please read attachments 3/b and 4/b for details on investments in associates No writedown

has been made for subsidiaries and associates except for the investment in AGAM S.p.A the

book value of which has been brought into line with the value shown in the merger plan with

ACSM Como S.p.A

Other non-current financial assets

Thousands of euro Amount at Merger oi 01 2008 Changes Amount at of which included

12312007 effect post- during 12312008 inNFP

01012008 merger the year

12312007 12312008

Metroweb convertible bond loan 24868 24868 747 25615

FinancialassetsheldtornaturityHTM 95 95 102 95 102

Financial assets due from related
partiesl 825 30271 31096 27619 .577 825 3477

-associates 825 825 263 cS 825 562

-subsidiaries 30271 30271 2Z356 2015 2915

Financial assets availableforsale 490513 20211 510724 7344 518066

Total 516301 50482 566783 19521 547262 920 3579

Other non-current financial assets show balance of 547262 thousand euro 516301

thousand euro at December 31 2007 of which

convertible bond loan 25615 thousand euro 24868 thousand euro at the end of the

previous year issued by Metroweb S.p.A and entirely subscribed by A2A S.p.A in

accordance with the agreement for the sale of this company the increase of 747 thousand

euro compared with the end of 2007 is due to the capitalisation of interest

financial assets held to maturity of 102 thousand euro thousand euro at December 31

2007 made up of government securities

financial assets from related parties for 3477 thousand euro 825 thousand euro at

December 31 2007 Of this amount 562 thousand euro relates to the loan granted to the

associated company Alagaz S.p.A to carry out the Methanisation of Porgolovo project in

St Petersburg while 2915 thousand euro refers to long-term loans to SEASM S.r.l

financial assets available for sale amount to 518068 thousand euro 490513 thousand

euro at December 31 2007 and net of the merger effect of 20211 thousand euro

increase by 7344 thousand euro mainly due to the investment in Atel Holding AG partly

offset by the writedown of the investment in Immobiliare-Fiera di Brescia S.p.A and in

Infracom S.p.A.



Separate Financial Statements Year 2008

Notes to the balaoce sheet items

Deferred tax assets

Deferred tax assets amount to 96613 thousand euro and show an increase of 15172 thousand

euro net of the merger effect which is principally affected by the application of Decree Law

112/08 Robin Tax of 15598 thousand euro

Other non-current assets

of which included

in NFP

72312007 12312008

Other non-current assets amount to 51973 thousand euro 25230 thousand euro at

December 312007 and are made up of

40391 thousand euro for non-current hedging derivatives principally contracts

stipulated in connection with committed lines of credit and Interest Rate Swap IRS

contracts hedging the risk of an increase in the interest rates on long-term bond loans

This caption is up by 15386 thousand euro compared with December 31 2007 mainly as

result of its measurement at fair value for the period

11582 thousand euro of other non-current assets of which 10758 thousand euro relates to

costs already incurred but pertaining to future years and 824 thousand euro relates to

other non-current receivables

Current assets

Inventories

Amount at Merger oi 01 2008 Changes

1231 2007 effect post- during

0101 2008 merger the year

794 16320 17114 139

Thousands of euro Amount at Merger oi 01 2008 Changes

1231 2007 effect post- during

0101 2008 merger the year

Deferred tax assets 60191 21250 81441 15172

Amount at

1231 2008

96613

Thousands of euro

Non-current derivatives

Amount at

12312007

24975

Merger

effect

01 01 2008

30

01 01 2008

post-

merger

25005

Changes

during

the
year

15386

Amount at

12312008

40391

Other non-current asSets 255 11679 11934 352 11582

Total other non-current assets 25230 11709 36939 15034 51973 24975 40391

24975 40391

Thousands of euro

Inventories

Amount at

1231 2008

16975
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Inventories at December 31 2008 amount to 16975 thousand euro 79 thousand euro at

December 31 2007 and show negative change of 139 thousand euro net of the merger

effect of 16320 thousand euro At December 31 2008 this caption includes inventories

materials 13520 thousand euro and of fuel 345 thousand euro

Trade receivables

Thousands of euro Amount at Merger oi 01 2008 Changes Amount at

12312007 effect post- duringthe 12312008

0101 2008 merger year

Receivables from customers

Receivables from customers 12470 105894 118364 483991 6996

Provision for bad and doubtful

accounts 415 4336 4751 591 6c
Total receivables from

customers 12055 101558 113613 47808 68o
Contract work in progress 2959 2959

Receivables from related

parties

parent entities 17725 9569 27294 12648 39942

subsidiaries 49493 337770 387263 98782 288481

associates 5275 11641 16916 13244 3672

Total receivables from related

parties 72493 358980 431473 99378 332095

Total trade receivables 848 460538 545086 144227 400859

At December 31 2008 trade receivables amount to 400859 thousand euro 84548 thousand

euro at December 312007 and decrease by 144227 thousand euro net of the merger effect

mainly due to

for 99378 thousand euro decrease in receivables from related parties due to fall in

receivables from subsidiaries and associates partly offset by the increase in receivables

from parent entities

for 47808 thousand euro decline in receivables from customers

for 2959 thousand euro increase in receivables for contract work in progress

At December 31 2008 the provision for bad and doubtful accounts amounts to 4160

thousand euro and shows decrease of 591 thousand euro net of the merger effect and after

the utilisations of the year the recognition of surpluses partly offset by the provisions made

This reserve is considered adequate to cover the risk
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Changes in the reserve adjusting the value of receivables for the sale of power and services are

shown in the following table

Thousands of euro Amount at Merger oi 01 2008 Provision Utilisations Other Amount at

12312007 effect post- changes 31
sooO

01 01 zooS merger

Provision for bad and

doubtful accounts from

usersandcustomers 415 4336 4751 590 4160

Other current assets

Thousands of euro Amount at Merger oi 01 2008 Changes Amount at

12312007 effect post- during 1231 ioo8

0101 2008 merger the year

Othercurrentassets 26709 49327 76036 1782 77818

This caption presents balance of 77818 thousand euro 26709 thousand euro at December

312007 with an increase of 1782 thousand euro net of the merger effect

This caption mainly refers to receivables from subsidiaries for the Group tax filing of 44339

thousand euro receivables for VAT and other receivables from the tax authorities of 20521

thousand euro advances to suppliers of 5041 thousand euro receivables from the Electricity

Equalisation Fund of 703 thousand euro and miscellaneous other receivables of 7214

thousand euro

io Current financial assets

Thousands of euro Amount at Merger oi 01 zoo8 Changes Amount at of which incuded

12312007 effect post- during is 31 zoo8 in NFP

0101 2008 merger the
year

12312007 12312008

Financial assets due from related parties 134361 224874 359235 35893 395128 134367 395128

This caption shows balance of 395128 thousand euro at December 312008 and includes

368924 thousand of euro of financial receivables from subsidiaries due to the balance of

intercompany current accounts It is worth mentioning that interest rates on

intercompany current accounts are obtained byapplying spread on the 6-month Euribor

rate

25066 thousand of euro of current account with the Municipality of Milan

1138 thousand of euro of financial receivables from associates
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The increase net of the merger effect amounts to 35893 thousand of euro and refers to the

current account with the Municipality of Milan which at December 31 2007 reported

negative balance as well as the rise in financial receivables from subsidiaries

Current tax assets

Thousands of euro Amount at Merger oi 01 2008 Changes Amount at

1231 2007 effect post- during the 1231 soo8

01012008 merger year

Current tax assets 18021 18021 18021

At December 31 2008 this caption shows zero balance 18021 thousand euro at December

312007 while the previous year it included receivables for higher advance payments of IRES

and IRAP

12 Cash and cash equivalents

Thousands of euro Amount at Merger oi 012008 Changes Amount at of which included

12312007 effect post- during 12312008 1nNFP

01 01 2008 merger the
year

12312007 1231
2oo8

cash and cash equivalents 26665 103612 130277 482936 32623 26665 32623

Liquid funds at December 312008 amount to 32623 thousand euro 26665 thousand euro at

December 31 2007 and net of the merger effect they decrease by 97654 thousand euro

compared with the end of the previous year Bank deposits include interest accrued but not

yet credited at the year-end

13 Non-current assets held for sale

Thousands of euro Amount at Merger oi 01 2008 Changes Amount at of which included

12312007 effect post- during 12312008 InNFP

01012008 merger the year

12312007 12312008

Non-current assets held for sale 482936 482936

At December 312008 this caption reports balance of 482936 thousand of euro and refers to

the classification under this caption of the investment in E.ON Produzione S.p.A formerly

Endesa Italia S.p.A. During 2007 as result of the favourable outcome of the takeover bid

launched by Acciona and ENEL for Endesa S.A ASM Brescia now A2A S.p.A initiated

ho
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contacts with Acciona S.A Enel S.p.A E.ON AG Endesa S.A and Endesa Europe SL with view

to identifying possible solutions for its 20% investment in E.ON Produzione S.p.A formerly

Endesa Italia S.p.A also in light of the shareholder agreement signed by the latters

shareholders on September 14 2001 Following the creation of A2A on January 2008 the

Group also reached definitive clarification regarding its investment in Endesa Italia the final

decision being to pull out of this joint project in exchange for the assignment of certain

specific production assets This approach was subsequently ratified by A2As Board of

Management when on March 26 2008 it formally approved the Groups new business plan

which already reflects the impact of pursuingthis new strategy On July 182008 the company

exercised its right to select certain power plants owned by E.ON Produzione S.p.A formerly

Endesa Italia S.p.A thereby initiating the spin-off of this company as envisaged in the

agreement signed on June 16 2008 by A2A S.p.A Acciona S.A Enel S.p.A E.ON AG Endesa

S.A Endesa Europe S.L and Endesa ltalia S.p.A. In accordance with this agreement the spin

off procedure provides for the setting up of new corporate vehicle to which the chosen

power generation assets will be transferred together with the related liabilities that are

allocated to them A2A will hold ioo% of this companys share capital in exchange for

cancelling its 20% stake in E.ON Produzione S.p.A. Given that this exchange of assets involved

genuine disposal as it implied radical change in ownership and in the cash flow profile

expected from the investment in accordance with IFRS the investment in EON Produzione

S.p.A formerly Endesa Italia S.p.A was reclassified to non-current assets held for sale from

January 2008 the date that A2A was created which also coincided with the date of the

decision to dispose of this investment
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EQUITY AND LIABILITIES

Equity

Equity which at December 312008 amounts to 3574518 thousand euro 2324700 thousand

euro at December 312007 is detailed in the table below

Thousands of euro Amount at Merger ol 01 2008 Changes Amount at

12312007 effect post- during the 1231 2008

0101 2008 merger year

Equity

Share capital 936025 693086 1629111 1.62911

Treasury shares 63533 63533 43771 107304

Reserves 1366509 682177 2048686 167680 SSiooô

Net profit for theyear 85699 85699 86006

Total equity 2324700 1375263 3699963 125445 3574518

14 Share capital

At December 31 2008 the share capital totals 1629111 thousand euro and consists of

3132905277 shares with unit value of 0.52 euro each The increase of 693086 thousand

euro compared with December 312007 is only due to the merger effect and more in detail

the merger of ASM Brescia S.p.A with A2A S.p.A which led to an increase in capital of

642591 thousand euro through the issue of 1235752867 new A2A ordinary shares of par

value 0.52 euro each and the simultaneous cancellation of 772345542 ASM Brescia S.p.A

shares of
par

value euro each according to the share exchange ratio of 1.60 A2A shares

for each ASM share

the merger of AMSA Holding S.p.A with A2A S.p.A which led to an increase in A2As capital

of 50495 thousand euro through the issue of 97105010 new A2A ordinary shares of
par

value 0.52 euro each and the simultaneous cancellation of 9643000 AMSA Holding S.p.A

shares of par value 5.41 euro each according to the share exchange ratio of 10.07 A2A

shares for each AMSA Holding share

15 Treasury shares

At December 31 2008 they amount to 107304 thousand euro 63533 thousand euro at

December 312007 and refers to 47434850 treasury shares held by the company 30434850

at December 312007 The increase is due to the purchase during the period under review of

17000000 treasury shares This item has been deducted from equity in accordance with IFRS



Separate Financial Statements Year 2008

Notes to the bNrce sheet tems

16 Reserves

Thousands of euro Amount at Merger oi 01 2008 changes Amount at

1231 2007 effect post during the 1231 zooS

oi 01 2008 merger year

Other reserves 1366509 682177 2048686 167680 1881006

of which

Cash flow hedge reserves 6592 6592 15910 9415

ReserveAvailableforsale 384071 384071 30498 414559

These reserves which at December 31 2008 show positive balance of i88i006 thousand

euro 1366509 thousand euro at December 31 2007 include the effects of the merger on

the balance sheet 682177 thousand euro while changes during the year are negative for

167680 thousand euro

Reserves include

220437 thousand euro of the undistributable reserve deriving from the spin-off that took

place in 1999 This reserve becomes available for distribution as the transferee companies

amortise the higher values that led to the gain on transfer

414569 thousand euro of the restricted and undistributable reserve under articles 6i

letter and of Decree 38 of February 282005 for the valuation of the available for sale

captions

93l4thousand euro relatingto application of the fair value option lAS no.39 net of the

tax effect

12911 thousand euro for the restricted reserve as decided by the shareholders meeting to

cover the risk of having to repay tax as result of the adverse final decision of the EC

infraction procedure regarding the tax moratorium that A2A S.p.A benefited from

17 Net profit for the year

Net profit amounts to 171705 thousand euro

Please note that total provisions depreciation amortisation and value adjustments made

pursuant to article 109.4 letter of the Income Tax Consolidation Act amount to 273339

thousand euro net of the provision for deferred taxation for the amounts that have been

deducted

Dividends of 299288 thousand euro 0.097 euro per share were distributed during 2008
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LIABILITIES

Non-current liabilities

18 Non-current financial liabilities

Thousandsofeuro Amountat Merger 0101 2008 Changes Amountat of whkhincludQd

12312007 effect post- during 12312008 inNFP

0101 2008 merger the year

72312007 12312008

Non-convertible bonds 499094 594131 1093225 10439 1iO34 499094 1103664

Due to banks 999852 162788 1162640 510708 1673349 999852 1673348

Due to other
providers

offinance 1363 1363 1363

Finance lease payables 18875 18875 17751 i2 18875 1124

Duetoparentcompany 754 754 363 39 391

Total 1517827 759036 2276857 501670 2778527 1517821 2778527

Non-current financial liabilities amount to 2778527thoUSand euro 1517821 thousand euro at

December 312007 and show an increase of 1260706 thousand euro

The merger contributions relating to non-convertible bonds refer to the following bond

loans issued by ASM S.p.A now A2A S.p.A and refer to

bond with nominal value of 5ooooo thousand euro issued on May 28 2004 with

ten-year duration and nominal fixed rate of 4.875% its valuation at amortised cost on

January 12008 amounts to 496633 thousand euro

loan in Yen with nominal value of 98000 thousand euro issued on August io 2006 with

thirty-year duration at fixed rate of 5.4o5% its valuation at amortised cost on January

12008 amounts to 97498 thousand euro

The valuations at fair value and at amortised cost at the year-end of non-convertible bonds

determined positive change of 10439 thousand euro

Bank loans increased by 510708 thousand euro net of the merger effect because of the use

of medium/long term committed credit lines to replace others that had expired

The negative change for the po5t-merger period in lease payables and in the amounts due to

other providers of finance for total of 19477 thousand euro is principally due to

reclassification of the portions falling due within 12 months as current liabilities
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Thousands of euro

Deferred tax liabilities

Amount at

12312007

74039

Merger 0101 zoo8

effect post-

01012008 merger

109178 183217

Changes Amount at

during the 1231 soo8

year

8737 191954

This caption 191954 thousand euro includes deferred tax liabilities for IRES and IRAP on

changes and provisions made solely for tax purposes It also reflects the application of

Decree Law iio8 called the Robin tax of 28187 thousand euro

20 Employee benefits

At December 312008 this caption amounts to 119102 thousand euro 100300 thousand euro

at December 312007 and shows the following changes of the year

Employee benefits 79172 11657 90829 1548 2955 843

Total 100300 26457 126757 7760 7891 7524 119102

The main assumptions used in the actuarial estimate of the severance indemnity provision

and employee benefits are as follows

2008

45i

Thousands of euro

Severance indemnities

Amount at

12312007

21128

Merger

effect

01 01 2008

14800

01 01 2008

Post-

merger

35928

Provision

6212

Utilisations

2952

Amount at

1231 2008

Other

changes

4569

Discount rate

2007

mm 4.00 max 4.50%

Annual inflation rate 2.57 mm 1.50% max 2.00%

21 Provisions for risks charges and liabilities for landfills

Thousandsofeuro Amount at Merger oi 01 2008 Provision Utilisations Other Amount at

1231 2007 effect
post- changes 1231 2008

01 01 2008 merger

Provisions for

risks 81519 21756 103275 19315 1977 4656 115957
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At December 31 2008 these provisions amount to 1159 thousand euro 81519 thousand

euro at December 31 2007 The provisions amounted to 19315 thousand euro and regarded

the dispute with certain local government entities in connection with local taxes the dispute

pending with Social Security Institutions and provisions for lawsuits outstanding with

personnel and with third parties Other changes mainly relate to excess provisions released

during the year

22 Other non-current liabilities

Thousandsofeuro Amountat Merger oi 012008 Changes Amount at of whkh included

12312007 effect post- during 12312008 inNFP

01012008 merger the year

12312007 12312008

Other non-current liabilities
3711 3712 415

Non-current derivatives ig8 9094 9292 628o 302 198 3012

Total other non-current liabilities 199 12805 13004 6695 6309 199 3012

This caption shows balance of 6309 thousand euro and refers to

3297 thousand euro of water fees due to the Mantua Territorial Office in relation with the

offtakes of water used by the Mincio power station

3012 thousand euro of the valuation at fair value of derivatives hedging the interest rate

risk on mortgage loans
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Advances 166 166 39 205

Trade payables and other current liabilities amount to 384418 thousand euro taxes and water

fees 198672 thousand euro taxes and water fees at December 31 2007 and decrease by

234115 thousand euro net of the merger transaction of 618533 thousand euro due both to

the negative change in trade payables and in trade payables to related parties and to the

reduction in other current liabilities

23 Trade payables and other current liabilities

Thousands of euro Amount at Merger oi 01 2008 changes

1231 2007 effect post- during the

0101 2008 merger year

Amount at

1231 zooS

Trade payables 64203 149374 213577 57737 155840

Trade payables to related parties 44828 87054 131882 18621 173261

subsidiaries 39768 40243 79411 23738 7O 149

parent companies 20 42074 42094 37352 4.742

-associates 5640 154 5794 424 5370

other related parties 4583 4583 4583

Total trade payables 109197 236428 345625 76319 269306

Payables to social security

institutions 8957 14101 23058 5823 17.235

Other payables 75907 8711 84618 7840 76.778

paya b/es for consolidated tax

filing 2663 3993 6656 14541 27197

amounts due to employees 4980 4980 12517 17497

due to Electricity Equalisation

Fund

-paysb/es for VATand

miscellaneous 6109 4320 10429 1.618

other 62152 161019 223171 193901 29.270

Othercurrent liabilities 4611 4611 16488 21099

Total other current liabilities 89475 183433 272908 15796 115112

Total 198672 419861 618533 234115 384418
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24 Current financial liabilities

Thousands of euro Amount at Merger oi 01 zooS Changes Amount at of which included

12312007 effect post- during 12312008 InNFP

01 01 2008 merger the year

12312007 12312008

Due to banks 355273 108053 463326 269929 192 997 355273 193397

Duetootherprovidersoffinance 222 222 222

Financeleasepayables 5783 5783 12285 8.o6$ 5783 i8o68

Financial
payables

to
parent

entities 16905 337 17242 16879 363 16905 363

Financial payablesto related parties 88342 170976 259318 3024 256294 88342 256294

Total 466303 279588 745891 2fl769 468122 466303 468122

Short-term financial liabilities amount to 468122 thousand euro 466303 thousand euro at

December 31 2007 and net of the merger decreased by 277769 thousand euro mainly due

to the decline in amounts due to banks caused by the use of medium-long term to replace

short-term loans that had expired to reduction of payables to parent entities for the positive

balance at December 312008 of the current account with the Municipality of Milan which at

December 312007 was negative for 16905 thousand euro partly offset by the reclassification

of current portions of lease payables

It is worth mentioning that interest rates on intercompany current accounts are obtained by

applying spread on the 6-month Euribor rate

25 Tax liabilities

Thousands of euro Amount at Merger oi 01 2008 changes Amount at

1231 2007 effect post- during the 1231 2008

01012008 merger year

Tax liabilities 15682 15682 8138 7544

Tax liabilities which at the end of the previous year had zero balance at December 312008

amount to 7544 thousand euro the change for the year net of the merger effect shows

decrease of 8.138 thousand euro partly offset by impact of the introduction of Decree Law

112/os the so called Robin Tax



Netdebt

26 Net debt

pursuant to CONSOB Communication no DEM/6o64293 of July28 2006

The following table gives details of net financial debt

Bonds non-current portion

Note

499094

Separate Financial Statements Year 2008

Thousands of euro

18

1231 2008

103664

1231 2007 Changes

604570

Bank loans non-current portion iS 1.673343 999852 673496

Finance leases non-current portion 18 1121 18875 17751

Financial liabilities to parent entities 18 391 391

Other non-current liabilities 22 3012 199 2813

Total medium-long term debt 2781539 1518020 1263519

Non-current financial assets to related
parties 3477 825 2652

Other non-current financial assets and other

non-current assets 46 4o493 25070 15423

Total medium-long term loans 43970 25895 18075

TOTAL NET NON-CURRENT DEBT 2737569 1492125 1245444

Bankloanscurrentportion 24 193397 355273 161876

Finance leases current portion 24 18068 5783 12285

Financial liabilities to parent entities 24 363 16905 16542

Current financial liabilities to related parties 24 25629.1 88342 167952

Total short-term debt 468122 466303 1819

Financial assets due from Parent Entities 10 25066 25066

Current financial assets to related parties 10 370062 134361 235701

Total short-term financial receivables 395128 134361 260767

Cash and cash equivalents 12 32623 26665 5958

Total net current debt 40371 305277 264906

NET DEBT 2777940 1797402 980538
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Changes compared with December 31 2007

Note that as result of the mergers between AEM S.p.A and AMSA Holding S.p.A and

between AEM S.p.A and ASM S.p.A which took effect from January 2008 the contents of

the income statement at December 31 2008 are not comparable with those of the same

period last year

27 Revenues

Revenues at December 312008 amount to 1098118 thousand euro 334314 thousand euro at

December 31 2007 and show rise of 763804 thousand euro The breakdown of the more

important revenue items is as follows

Revenues Thousands of euro 12 31 2008 12 31 2007

Revenues from sales 595428 45940

Revenues from services 475604 279441

Total revenues from sales and services 1071032 325381

Other operating income 27086 8933

Total revenues 1098118 334314

Revenues from sales and services amount to 1071032 thousand euro 325381 thousand euro

at December 312007 and show an increase of 745651 thousand euro This increase is due to

higher revenues from sales of 549488 thousand euro principally attributable to the higher

quantity of electricity and
gas

sold during the
year and to higher revenues from services of

196163 thousand euro mainly due to the rise in services rendered to customers and third

parties to subsidiaries for administrative tax legal management and technical services

under the contracts stipulated between A2A S.p.A and its subsidiaries the Municipality of

Milan essentially for the installation and management of public illumination and urban traffic

systems and to revenues from tolling agreement and power purchase agreements with A2A

Trading S.r.l for the hydroelectric and thermoelectric production plants
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Other operating income amounts to 27086 thousand euro 8933 thousand euro at December

312007 and relates principallyto rental income from subsidiaries and associates reversals of

overprovisions for specific risks and other income relating to excess allowances made in

previous years reimbursements for damages and penalties received from customers

insurance companies and private individuals as well as income from the sale of equipment

and materials

The larger items are as follows

Thousands of euro 1231 2008 1231 2007

Sale of electricity of which 201313 7011

third parties 123619 6n

subsidiaries 696 6400

Sale of gas of which
245704

thirdparties 441

subsidiaries .20 7593

Sale of heat of which 71190

subsidiaries 77 790

Saleofwaterofwhich 35992

subsidiaries 35992

Sale of materials of which 8779

subsidiaries 7i
Grants connections of which 3381

third parties 3387

Sale of certificates and emission rights of which 29127 38928

third parties 17S 510

subsidiaries 28.752 38418

related parties

Total revenues from sales 595428 45940

Services of which

third
parties 42216 13425

subsidiaries 386524 240793

Municipalities of Milan and Brescia 44603 24520

related
parties 2261 703

Total revenues from services 475604 279441

Total revenues from sales and services 1071032 325381

Other operating income of which

subsidiaries
5.301 4257

related parties 897 1099

Overprovision reserves for risks 10.992 75

Other income 9896 3502

Total other revenues and income 27086 8933

TOTAL REVENUES 1098118 334314
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28 Operating costs

Operating costs at December 31 2008 amount to 608698 thousand euro 152780 thousand

euro at December 312007 and show rise of 455918 thousand euro The main items in this

caption are commented on below

Operating costs Thousands of euro 1231 2008 1231 2007

Raw materials and consumables used 7260

Services 206998 120181

Total costs for raw materials and services 543863 127441

Other operating costs 64835 25339

TOTAL OPERATING COSTS 608698 152780

The costs for purchases of raw materials and services amount to 543863 thousand euro

127441 thousand euro at December 312007 and show an increase of 416422 thousand euro

This increase is due to higher costs for the purchase of raw and consumable materials

329605 thousand euro mainly attributable to the higher quantity of power fuel and services

purchased 86817 thousand euro for subcontracted work and various services acquired from

subsidiaries and associates

The larger items are as follows

Costs for raw materials and services Thousands of euro 12 31
2008 1231 2007

Purchases of power and fuel of which 315219 1017

third party suppliers 270372 1017

subsidiaries 44476

related parties 371

Change in inventories of fuels 149 115

Purchases of demineralised industrial water

Purchases of materials of which 21506 6322

third party suppliers 20137 6i8o

subsidiaries 1369 142

Change in inventories of materials io 36

Total raw materials and consumables used 336865 7260

Electricity delivering and transmission charges 856 24

Transport from subsidiaries 88

Subcontracted work 48876 16457

Services of which 157178 103700

third party suppliers 76.263 52151

subsidiaries 67606 38197

-parent company 233

associates 13076 13352

Total services used 206998 120181

TOTAL COSTS FOR RAW MATERIALS AND SERVICES 543863 127441
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It is worth noting that during the year grants were paid to the AEM and ASM foundations for

total of 3400 thousand euro

29 Labour costs

At December 31 2008 labour cost net of capitalised expenses came to 120529 thousand

euro 51855 thousand euro at December 31 2007 and increased by 68674 thousand euro

mainly because of growth in the work force as result the merger effective January 2008

The main items in this caption are commented on below

Labour costs Thousands ofeuro

Wages and salaries

This item also includes the directors fees paid by A2A S.p.A.

30 Gross profit from operations

1231 2008

69io3

1231 2007

31980

In light of these movements the gross profit from operations at December 312008 amounts

to 368890 thousand euro 129679 thousand euro at December 31 2007

31 Depreciation amortisation provisions and writedowns

Depreciation amortisation provisions and writedowns at December 31 2008 amount to

163379 thousand euro 74364 thousand euro at December 31 2007 and show an increase of

89015 thousand euro

Social security charges 25428 9589

Severance indemnities 622 2447

Other costs i978i 7839

Total Iabourcosts 120529 51855

The
average

number of employees is analysed below by grade

2008 2007

Managers 53 26

Supervisors 126 72

White-collarworkers 191 6o6

Blue-collar workers 390 124

Total 1760 828
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The main items in this caption are commented on below

Depreciation and amortisation provisions and writedowns 1231 2008 1231 2007
rhousands of euro

Amortisation of intangible assets 7377 4518

Depreciation of property plant arid equipment of which 133487 59975

amortisation and depreciation 86510 28995

depreciation of freely transferable assets 46977 30980

Total depreciation and amortisation 140864 64493

Other writedowns of non-current assets 2000 158

Writedown of receivables included among current assets and liquid funds 1200

Provisions for risks and charges 9315 9711

Total depreciation amortisation provisions and writedowns 163379 74364

Depreciation and amortisation amount to 140864 thousand euro 64493 thousand euro at

December 312007 and report an increase of 76371 thousand euro of which

2859 thousand euro of amortisation

73512 thousand euro of depreciation In particular it is worth noting that the increase in

depreciation of 57515 thousand euro is mainly caused by the effect of the merger This

increase is also attributable to higher depreciation on freely transferable assets and

includes 15997 thousand euro of the effects of the sentence no of January i8 2008 of

the Constitutional Court applied in the second half of 2007 which declared that part of

the regulation contained in the Budget Law 2006 which provided for 10-year extension

of hydroelectric concessions was unconstitutional The Company reserves the right to

take any steps to protect its investments and its interests Depreciation is calculated on

the basis of rates that reflect the residual useful life of the assets concerned Freely

transferable assets hydroelectric works are depreciated over the residual life of the

concession based on current regulations

Other writedowns of non-current assets amount to 2000 thousand euro 158 thousand euro

at December 31 2007 with an increase of 1842 thousand euro due to the writedown of part

of the goodwill after impairment testing

Writedowns of receivables amount to 1200 thousand euro thousand euro at December 31

2007 for an increase of 1198 thousand euro This variance is due to the mergers mentioned

previously as well as to deterioration in certain debtor situations

Provisions for risks and charges at December 312008 amount to 19315 thousand euro 9711

thousand euro at December 31 2007 and relate to disputes with social security entities and

local authorities as well as outstanding lawsuits with third parties
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32 Profit from operations

Profit from operations amounts to 205511 thousand euro 55315 thousand euro at December

31 2007

33 Financial costs

Financial costs show negative balance of 12757 thousand euro positive 33770 thousand

euro at December 312007 The more significant details are reported below

Financial income

Financial income Thousands of euro 1231 2008 1231 2007

Gains from financial assets held for trading 40

long-term financial assets not considered investments 40

Income from derivatives 7865 9656

fairvalue of derivatives of bond of oo million 19259

fairvalueofoptononbondofoomillion 9971

realised from derivative on bond of 500 million 2561

realised from derivatives on loan by Cassa Depositi Prestiti 1035 214

fair value of derivatives on loan by Cassa Depositi Prestiti 103 316

fair value of revolving lines derivative 8891

realised on Revolving lines 663

Income from financial assets 172343 114610

Dividend income 151363 109794

subsidiaries 147 100070

associates 4.061 5437

other companies 94 4287

income from receivables/securities included in non-current assets 795 729

from associates 24

other
771 729

income from receivables/securities included in current assets 19878 4034

fromsubsidiaries 16666 3447

from parent companies 315

from others 2897 587

on bank current accounts 2225 200

on other receivables 672 387

exchange gains 307 53

TOTAL FINANCIAL INCOME 180248 124266
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The financial income reports total amount of 180248 thousand euro 124266 thousand

euro at December 31 2007 and relates to income from financial assets totalling 1723

thousand euro 114610 thousand euro at December 312007 and refers to

dividend income of 151363 thousand euro 109794 thousand euro at December 312007

which relates to dividends distributed by the subsidiaries for 147208 thousand euro by

the associates for 4061 thousand euro and from certain other investments held by A2A

S.p.A for 94 thousand euro

income from receivables/securities included in current assets of 795 thousand euro 729

thousand euro at December 31 2007 and relates to interest on fixed-income securities

and other receivables

income from receivables/securities included in current assets for 19878 thousand euro

4034 thousand euro at December 31 2007 which concern interest on current account

with subsidiaries of 16666 thousand euro 3447 thousand euro at December 31 2007

interest payable to the Municipality of Milan of 315 thousand euro and interest on bank

deposits and miscellaneous receivables of 2897 thousand euro 587 thousand euro at

December 312007

exchange gains amounting to 307 thousand euro thousand euro at December 312007

The section Other information illustrates the nature and the content of derivatives

Financial expenses

Financial expenses Thousands of euro 1231 aoo8 1231 2007

Losses from assets held for trading 15548

of investments ic54$

Charges on derivatives 1651 2756

fair value of revolving lines derivative 20634

fairvalueofBBVAderivative 64

realised on Revolving lines 4172

realised on BBVA derivative is

fair value of derivatives of bond of oo million 11598

fair value of option on bond of 500 million 8556

realised from derivative on bond of soo million 86
Charges from financial liabilities 160945 87740

fromsubsidiaries

from associates 67

from parent company 76 1114

other 1451319 81218

interest on bond loan 54333 24375

banks 21786 51784

interest on finance leases 1143 1792

miscellaneous 3805

exchange losses 739

TOTAL FINANCIAL EXPENSES 193004 90496
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Financial expenses total 193004 thousand euro 90496 thousand euro at December 31

2007 and relate principally to

for 15548 thousand euro zero balance at December 312007 to the writedowns of Agam

Monza S.p.A Infracom S.p.A and Immobiliare Fiera Brescia S.p.A

16511 thousand euro 2756 thousand euro at December 312007 and charges on financial

derivatives which relate to the effect of fair value measurement and the amount realised

on revolving lines of credit

charges from financial liabilities of 160945 thousand euro 87740 thousand euro at

December 312007 made up of

interest on current account with subsidiaries of 15050 thousand euro 5341 thousand

euro in 2007 for interest accrued on intercompany current accounts

interest to the parent entity of 76 thousand euro 1114 thousand euro at the end of the

previousyear being financial expenses due to the
Municipality of Brescia

financial expenses of 145819 thousand euro 81218 thousand euro at December 31

2007 mainly interest for the year on the revolving lines of credit arranged with

various banks and bond loan interest The increase in financial expenses is due to the

increase in net debt

The increase in net financial expenses was caused mainly by the increase in average net debt

which rose by around g8o million euro compared with the previous year due to the mergers

and marginally to the rise in interest rates

34 Other non-operating costs

This caption shows zero balance while at December 312007 it amounted to 3273 thousand

euro and referred to the
recovery

of taxes related to the
years

from 1996 to 1999

35 Income tax expense

Income tax expense Thousands of euro 1231 2008 1231 2007

Current taxes 61320 12961

Deferred tax assets 1S355 9800

Deferred tax liabilities 6268 4493

Total income tax expense 52223 1332

included under caption

Net result from non-turrent assets held for sale 525 317
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Note that for IRES purposes A2A S.p.A files for tax on consolidated basis together with its

main subsidiaries in accordance with articles 117-129 of DPR 917/86

To this end contract has been stipulated with each subsidiary to regulate the tax benefits

and burdens transferred with specific reference to current items

Deferred tax assets and liabilities determined at the time subsidiaries calculate their taxable

income again only for IRES purposes are not transferred to the parent company A2A S.p.A

but booked to the income statement of the individual subsidiary every time there is real

divergence between theirtaxable income and statutory pre-tax income due to the presence of

temporary differences The deferred tax assets and liabilities shown in the income statement

of A2A S.p.A have therefore been calculated exclusively on the temporary differences

between its own taxable income and statutory pre-tax income

In accordance with the interpretation contained in OlC issued in May 2006 the current

income tax RES of A2A S.p.A is calculated on its own taxable income net of the adjustments

for the Group tax return

The total amount of IRAP was calculated at rate of 3.90% applied to net production value

suitably adjusted as required by tax law Note that the method of calculating taxable income

for IRAP purposes was substantially changed by Law 244 of December 24 2007 which

provided for the elimination of the tax add-backs applied for IRES purposes bringing taxable

income closer to the result shown in the financial statements

Considering its core business the Company is also subject to the 5.5% IRES surtax introduced

by Decree Law 112 of June 25 2008 converted with amendments into Law 133 of August

2008 the Robin Tax which hits electricity producers and distributors of power and gas

Deferred tax assets and liabilities are recorded in the income statement to provide better

representation of the tax charge for the period taking into account the fiscal effects of

temporary differences between book net profit and taxable income

Deferred taxation has been taken into consideration for both IRES and IRAP purposes and

deferred tax assets and liabilities are booked according to the balance sheet method

At December 312008 income taxes IRES and IRAP net of 525 thousand euro related to taxes

on assets held for sale amount to 52223thousand euro 1332 thousand euro at the end of the

previous year and are split up as follows

35557 thousand euro of current IRES

9717 thousand euro for the current IRES surcharge forthe year Robin Tax

15198 thousand euro of current IRAP

848 thousand euro for previous year taxes

9778 thousand euro of deferred tax liabilities for IRES purposes

3520 thousand euro of deferred tax liabilities for tRAP purposes

15018 thousand euro of deferred tax assets for IRES purposes

337 thousand euro of deferred tax assets for IRAP purposes
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Of the main permanent add-backs for IRES purposes we would mention in particular the

non-deductible out-of-period expenses of 8784 thousand euro ICI municipal property tax

of 4330 thousand euro and investment writedowns of 15548 thousand euro

The following schedules are reconciliations between the theoretical tax charge and the

effective tax charge for IRES and IRAP purposes

IRES Reconciliation between theoretical and effective tax charge

Amounts in euro

Net profit includinggross result of non-current assets held for sale for

euro 31698500 224452918

Theoreticaltaxcharge 61724552

Permanent differences 94168241

Income before taxes adjusted for permanent differences 130284677

Temporary differences deductible in futureyears 48623785

Temporary differences deductible in future years 4476531

Reversal of prioryear temporary differences 2244921

Taxable income 176676852

Current taxes on pre-tax income for theyear 48586134

Current tax surtax Robin Tax 9717227

to deduct taxes on non-current assets held for sale 524700

to deduct other gains from Group tax filing 12504620

Total current income taxes for the year 45274041

IRAP reconciliation between theoretical and effective tax charge

Amounts in euro

Difference between production value and production costs 343740169

Irrelevant costs for RAP purposes 20919237

Total 322820932

Theoretical tax charge 390% 12590016

Temporary differences deductible in futureyears 2084310

Temporary differences deductible in future years

Reversal of
prior year temporary differences 64792756

Taxable income for IRAP purposes 389697998

current IRAP on income for the year 15198222
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They analyse deferred tax assets and liabilities together with the movements on equity

reserves as required by IFRS

IRES Deferred tax assets and liabilities

Taxable temporary differences

Oescription -Amounts in euro Deferred tax liabilities Adjustments Reversals
duringthe year

of the previous year

Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax

income income income

Deferred capital gains assets relevant for RAP purposes 2876.377 275% 791004 275% 2876378 791004

Deferred
extraordinarygains businesses 845630 275% 232548 27.5% 211407 275% 58137

Deductionsmadeoffthe-booksasperarticlelo9lTCA 161091462 27.5% 44300152 4381962 27.5% 1205040 1794753 275% 493557

Deductionsmadeoff-the-booksasperarticlelo9TCAprovisions 4.911388 275% 1350632 409058 27.5% 112491 275%

Defauk interest 275% 65418 275% 17990 27.5%

Eliminationo1leaseinstalments-Equityreserne 2476744 27.5% 68io5 27.5% 275

Elimination lease instalments 12153165 27.5% 3342120 27.576 275%

EliminationodepreciationonlandEqu1yreserve 2596491 275% 714035

SeveranceindemnitiesEquityreserve 1184779 275% 325814 275% 275%

Severance indemnities 1228657 27.5% 337881 27.5 275%

Fairvalveofbondderivative-Equityreoerve 25038533 275% 6885597 25.038533 275% 6885597 p.5%

Fairvalueofbondderivative 3110288 27.5% 855329 3110288 27.5% 855329 275%

Eliminationofbondrelatedchargesanddeficit 620739 275% 170703 620739 5% 170703 275%

Fair valve of bond
5931924 27.5% 1631279 5931924 275% 1631779 275%

nvestmentsAtel
-Equity reserve 275% 27.5%

Exchangeeffectvninv.ioAtelEquityreserve 19471.317 275% 5354612 27.5% 275%

Revaluationof investments
27.5% 27.5% 27.5%

Taxeddepreciationandamortisation 201227048 275% 55337438 27.5% 3165132 27.5% 870411

Depreciation and amortisatinn freed
up

from fiscal interference 68870659 27.5% 18939431 27.5% 357574 27.5% 98333

3-EotraordinarygainontransferofgasbostnesstvASMReti 17073575 27.5% 4695233 27.5% 5691192 27.5% 1565078

4-ExtraordinalygainontransferofValgasbusinesstoASMReti 5788410 275% 1591813 3051201 27.5% 879080 2209903 27.5% 607723

4-Extraordinalygainontr005fervfTbusinesstoilASSi 731553 27.5% 201177 27.5% 182888 27.5% 50294

4-Extraordinarygainontr005ferofelectricltybustnesstoA5Mtlete 19977434 27.5% 5493794 6499827 27.5% 1787452 6619315 275% 1820312

4-EvtraordinarygainnntransferofNU businesstoAprica 6176072 27.5% 1698420 27.596 1544018 27.5% 424605

4-Evtraodinalygai000ValgasosClGE 3017122 27.5% 829709 3017122 2% 829709 27596

4-ExtraodinarygainonValgasvsAprica 1965323 275% 540464 275% 491331 275% 135116

BBVADerivative- 47380 27.5% 13029 17552 27.5% 4327 275

Leaseoffvrmervalgxsbuilding 198354 275% 54547 275% 27.5%

CashflowhedgederivativesElBloansSogeni 27.5% 275%

Deductionvfdeferredchargesrelatedtobondo 1815.005 275% 499126 275% 275%

Revafatation
Valgas assets 9861135 275% 2711812 417667 275% 114858 111359 275% 30624

GoodwilltransferredtoASMElett.toequifa 12187172 27.5% 3351472 12187172 27.5% 3.351422 27.5%

Maintenance on Mincio plant 1383471 27.5% 380455 27.5% 275%

Depreciation and amortisation over
quota Law 244/07 27.5% 27.5% 275%

Gondwillnfdistrictheating 8000 275% 2200 667 275% 183 556 27 153

Severance indemoities 5027368 27.5 1381526 1461797 275% 401994 25%

Total 598892574 164695458 46159919 12693978 25255806
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Sub-Total Rate change Increases duringthe year lncreasesIutisations.equity Total deferred tax liabilities

Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax

income income income income income

27.5% 330% 33.0% 33.0% 33.0%

634223 275% 179.4ii 634n3 330% 209293 330% 33.0% 634223 33.0% 209293

154914747 27.5% 42601555 154914747 330% 51121867 33.0% 33.0% 154914747 330% 51121867

5320446 27.5% 5463123 5320446 330% 1755747 33i3% 35.0% 5320446 33.0% 1755747

65418 27.5% 17990 65418 33.0% 21.588 3o% 35.0% 65418 3309 21588

2476744 27.5% 681105 2476744 330% 817326 33.0% 35.0% 2476744 330% 817326

12153165 275% 3342120 12153165 33.0% 4010544 330% 330% 12153165 330% 4.010.544

2596491 275% 035 2596491 35.0% 856842 35.0% 35.0% 2596491 35.0% 856842

1184779 27.5% 325814 1184Th 330% 390977 330% 35.0% 1184779 330% 390977

1228657 27.5% 337881 1228657 33.0% 405457 33.0% 33.0% 1228.657 33.0% 405457

27.5% 33.0% 33.0% 33.0% 33.0%

275% 33.0% 33.0% 33.0% 33.0%

27.5% 33.0% 33.0% 33.0% 33.0%

-33.0%

-275% 330% -330% 1251023 330% 412838 1251023330% 412838

19471317 275% 5354612 19471317 27.5% 5354612 330% 19471317 275% 5354612 275%

-275% -330% -330% 40207330% 13268 40207330% 13268

198061916 27.5% 54467027 198061916 33.0% 65360432 .330 198061916 33.0% 65360432

68513085 278% 18841098 68513085 33.0% 22609318 330% 33.0 68.o8 35.0% 22609318

11382383 275% 3130155 11382383 33.0% 3756186 33.0% 33.0% 11382383 33.0% 3756186

6629709 27.5% 1823170 6629708 33.0% 2187804 33.0% 33.0% 6629708 330% 2187804

548665 275% 150883 548665 33.0% 181059 33.0% 330% 548665 330% 181059

19857946 275% 5.460935 19857946 33.0% 6553122 33.0% 33.0% 19857946 33.0% 6553122

4632054275% 1273815463205433.0% 1528578 -33.0% -33.0%- 463205433.0% 1528578

27.5% 33.0% 33.0% 33.0% 33.0%

1473992 275% 405.348 1473992 330% 486.417 33.0% 33.0% 1473992 3309 486417

29828275% 8203 2982835.0% 9843 -33.0% 33.0% 2982933.0% 9843

198354278% i83o% 65457 -330% -330% 198354330% 65.457

275% 33.0% 35.0% 22441990 330% 7405857 22441990 330% 7405857

1815005 278% 499126 1815005 33.0% 598952 33.0 33.0% 1815005 35.0% 598952

9332109 275994 2566330 9332109 33.0% 3079596 33.0% 35.0% 9332109 35.0% 3079596

27.5% 33.0% 33.0% 33.0% 33.0%

1383471 27.5% 380455 1383471 35.0% 456545 94 330% 1383.471 330% 456545

-273% -330% 447653135.0% 1477255 -330% 4476531332% 1477255

6777275% 1864 677735.0% 2236 35.0% -35.0% 677735.0% 2226

3.565571 275% 980532 3565571 33.0% 1176638 330% 330% 3565571 33 1.176638

527476850 145056134 527476350 172996438 4476531 1477255 4261903 2477350 536215284 176951044
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Deductible temporary differences

Description -Amounts in euro Prioryeardeferredtaxassets Adjustments Reversalsdwirgtheyear

Taxable Pate Tax Taxable Rate Tax Taxable Rate Tax

income income income

Entertainment
expenses 90302 275% 24833 275% 39729 27.5% 10925

Statutoryamortisationanddepreciationinexcess 8086818 275% 2213875 2041130 275% 561311 758575 275% 208608

Prnvisionforrisks-waterfeesurcharges 5383140 27 1480364 275% 27.57

Provisionforinventoryobsolnscence 243657 27.5% 67006 275% 27.5%

Provisionforrisks- CI
27.5% 428392 27.5% 117808 27.5%

ProvisionforredundancypayMobilephones 2000 27.5% 550 27.5% 27.5%

ProvisionforTosap 15000 275% 4125 27.5% 27.5%

Writedownsofpropertyplantxndequipment 7669837 275% 2109205 275% 27.5%

ProsisionfnrMuuafee 1100000 27.5% 302500 275% 27.5%

Provisionforrisksre8rescialaxAuthorfties 275% 27.5% 275%

Provision for
disputes with employees iooooo 27.5% 27500 27.5% 27.5%

Provision for specific risks-notice
3395605 27.5% 933791 27.5% 27.5%

Provisionforbadanddoubtfulaccountsinexcess
409058 275% 112491 27.5% 27.5%

Productivibonusandrelatedcharges 1156634 27.5% 318074 27.5% 1156634 27.5% 318074

Backpayandrelatedcharges 367019 27.5% 100930 27.5% 367019 27.5% 00930

Unpaidremuxerationtodirectors 796000 275% 218900 27.55 796000 27.5% 218908

ProvisionforrisksrelNPS
65497505 27.5% 18011814 27.5% 27.5%

Provisionfor
payments

in heu of notice certain 204693 27.5% 56291 27.5% 99678 27.5% 27411

Provision to Prernungas reserve 34668166 275% 9533746 275% 274438 27.5% 75470

ProvisionforSeveranceindemnitins 27.5% 27.5% 275%

CostsoftheAMSAmergec 275% 1315920 275% 361878 378980 275% 90470

CCostaofmergerwithASM8s 27.5% 15553812 27.5% 4277298 3888453 27.5% 1069325

Employee
benef

itsEquity reserve 39486296 27.5% 10858731 27.5% 6289021 275% 1707481

Employee benefits 1442.208 27.5% 396607 27.5% 1442108 27.570 396580

Finance lease depreciation 3240871 27.5% 891.240 27.5% 27.5%

Finance eases-financial
expenses 1946891 27.5% 535175 27.5% 27.5%

Higher depreciation
for

component approach 1585627 27.5% 436047 27.5% 27.5%

Fair value
bond-Equity reserve 33941347 27.5% 9333870 33941347 27.5% 9333870 27.5%

Fair value bond
2755578 27.5% 757784 760137 27.5% 209838 27.5%

OPlandMediobancaloan-amortisedcost 400721 27.5% 110198 275% 27.5%

ForeseffectoninvestmentinAlELSA.sale 275% 27.5% 27.5%

Paymentstoauditors 51800 27.5% 14245 27.5 51800 27.5% 14245

InterestonLnanbond 497250 27.5% 411744 27.5% 27.5%

Provision for risks
gas

fees 4500000 27.5% 1237500 27.5% 27.5%

ProvisionforUTFdispute 5548403 275% 1525811 275% 275%
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Sub-Total Rate change Increases
during

the
year lncreasesJutilisations-equity Total defened tax liabilities

Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax

income income income income income

50573275% 13908 505733310% 16689 330% -33.0% sa57333o% 16689

5287113 27.5% 1453956 5287113 33.0% 1744747 2106639 33.0% 695191 7393752 33.0% 2439938

5383140 275% 1480264 5383140 33.0% 1776436 1629573 3310% 537759 3310% 70l713 332% 2314195

243657 275% 67006 243657 330% 80407 2131 330% 703 330% 245788 330% 81110

428392 275% 17.808 428392 33.0% 141369 33.0% 33.0% 428392 33.0% 141369

2.000 275% 550 2000 33.0% 66o 33.0% 330% 2.000 330% 66o

1500027.5% 4125 150003310% 4950 -330% -330% 15000330% 4950

7669837 275% 2109205 7669837 330% 2531046 33.0% 330% 7669.837 33.0% 2531046

1100000 27.5% 302500 1100000 330% 363000 33.0% 33.0% 1100000 330% 363000

-275% 33.0% 392416330% 129497 33.0% 392416330% 129497

100000 27.5% 27500 100000 330% 33000 200000 330% 66000 33.0% 300000 33.0% 99000

3395605 275% 933791 3395605 330% 1120.550 122000 330% 40260 33.0% 3517605 3310% ii6o8o

409058 275% 112491 409058 33.0% 134989 328334 330% 108350 3310% 737392 330% 243339

275% -33.0% 376461633.0% 1242323 -330% 37646163310% 1242323

27.5% 330% 330% 33.0% 330%

275% 3310% 1210928 3310% 399606 3310% 1210928 33.0% 399606

65497505 275% 18011814 65497505 33.0% 21.614177 5484643 33.0% 1809932 3310% 70982148 3310% 23424109

105015 275% 28S79 105015 33.0% 34655 34222 3310% 11293 3310% 139237 330% 45948

34393728 275% 9458275 34393728 3310% 11349930 2347062 33.0% 774530 33.0% 36740.790 3310% 12124461

-275% -330% 13260633109 43760 -5 1326063310% 43760

986940 275% 271409 986.940 3310% 325690 3310% 3310% 986940 3310% 325690

11665359 275% 3207974 11665359 3310% 3849568 3310% 3310% 11665359 330% 3849568

33277275 27.5% 9151251 33277275 33.0% 10981501 3310% 3310% 33277275 3310% 10.981501

100 275% 28 100 3310% 33 863938 33.0% 285100 330% 864038 330% 285133

3240871 275% 891240 3240871 3310% 1069487 330% 330% 3240871 3310% 1069487

1946091 275% 535175 1946091 3310% 642210 33.0% 33.0% 1946091 33.0% 642210

.585627 275% 436047 1585627 3310% 523257 3310% 3310% 1585627 3310% 523257

275% 33.0% 33.0% 33.0% 33.0%

1995441 275% 548746 1995441 3310% 658496 350% 330% 1995441 350% 658496

400721 275% 10198 400721 33.0% 132238 33.0% 33.0% 400721 330% 132238

330% 206865363310% 6826557 3310% 20686536330% 6826557

27.5% 33.0% 33.0% 33.0% 33.0%

1497250 275% 411744 1497250 3310% 494093 3310% 3310% 1497250 330% 494093

4500000 275% 1237500 4500000 33.0% 1485000 33.0% 33.0% 4500.000 33.0% 1485000

5548403 27.5% .525811 5548403 330% 1830973 295024 330% 97358 330% 5843.427 3310% 1928331

83



Separate Financial Statements Year 2008

Notes to the statement of nicome items

Description -Amounts in euro Prioryear deferredtax assets Adjustments Reversals
duringtheyear

Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax

income income income

Risk
provision

for penaloiesfinterestdueto INPS
2387.000 27.5% 656425 27.5% 1554436 275% 427470

Riskprovisiunforsocialcontributions 6015087 27.5% 1654149 27.5% 1946733 27.5% 535352

ProvisionunderLaw336/7owarrefugees.orphans 52674 27.5% 14425 27.5% ii878 27.5% 3266

Provision for labour disputes of former BAS 331447 27.5% 91148 27.5% 27.5%

Premungasfund 27.5% 117036 27.5% 32185 51791 275% 14243

RiskprovisionfortaxesofformerValgas 98585 27.5% 27.111 27.5% 98585 27.5% 27111

Provisionforforeigsmarkets 575000 27.5% 158125 275% 27.5%

Inventory obsolescence reserve Materials 4988061 27.5% 1371717 27.5% 27.5%

Provision employee benehtslong-service bonuses 1060607 27.5% 291667 27.5% 183047 27.5% 50338

Provisisnforempeebenefits-tariffdiscounts 8772725 27.5% 2412499 27.5% 2715%

Provisionforemployeebeneflts-additionalmonthssalaries 1823555 27.5% 501478

CostsofmergerwithAEMMi 8172059 27.5% 2247316 27.55 2043015 27.5% 561829

Surplusprosisionforbadanddoubtfuiaccounts 1426930 27.5% 392406 27.5% 27.5%

1134301 27.5% 311933 27.5% 27.5

Contributionsfromprivatebodiesfordepreciationdeductedinstatement 7612012 2715% 2093303 27.5% 1191837 27.5% 327755

Contribuuions from public entities relating to depreciation deducted in statement 3944635 27.5% 1084775 27.5% 281326 27.5% 77365

Contribution for depreciation without fiscal interference instatement 1473162 27.5% 405120 27.5% 275%

Lyons EEl derivative and Sogeni cash flow hedge 9093761 27.5% 2500784 8540492 27.5% 2348635 27.5%

Expenses of 845
merger 350355 2715% 96.348 67311 275% 18511 208833 27.5% 57429

ProducnMtybonus 27.5% 27.5

DepreciationIASGeneralElectricandMinciomaintenance 167787 27.5% 46.141 27.5% 2715%

AllocationtoprovisionsIAS 645736 27.5% 177577 2715% 275%

Entertainment
expenses 275 79258 1715% 21796 26969 27.5% 7416

Severance indemnities 27.5% 27.59 27.5%

Total
285707105 8569454 z7721377 7623379 23010x885 6327993
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Rate change Increases dunngthe year IncreasesiIisations.equity Total deferred tax liabilitiesSub-Total

Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax

income income income income income

832564 27.5% 228955 832564 330% 274746 497625 33.0% 16V16 33.0% 1330189 330% 438962

4068354 27.5% 1118797 4068354 33.0% 1342557 2961805 330% 977396 33.0% 7030159 33.0% 2319952

40796 27% 11.219 4079633.0% 13463 -330% 33.0% 40796330% 13463

33144727.5% 91148 331447330% 109378 330% -33.0% 331447330% 109378

65245 27.5% 17942 65245 33.0% 2531 330% 330% 65245 330% 21531

27.5% 330% 33.0% 33.o% 33.0%

575000 27.5% 158125 575.000 33.0% 189750 330% 33.0% 575000 33.0% 189750

4988061 25% 1371717 4988061 33.0% 1646060 330% 330% 4988061 330% 1646060

87756027.5% 241329 87756033.0% 289595 -33.0% -33.0% 877560 330% 28995

8772775 27.5% 2412499 8772725 33.0% 2894999 867494 33.0% 286273 33.0% 9640219 33.0% 3181272

1823555 27% 501478 1223555330% 601773 33.0% 330 1823555 330% 601773

6129045 27.5% 1685487 6129045 33.0% 2022585 33.0% 33.0% 6129045 33.0% 2022584

1426930 27.5% 392406 1426930 330% 470887 33.0% 33.0% 1426930 33.0% 470287

1134301 270% 311933 1134.301 33.0% 374319 33.0% 33.0% 134301 33.0% 374319

6420175 27.5% 1765548 6420175 33.0% 2118658 33.0% 330% 6420175 33.0% 2.118658

3663309 270% 1007410 3663309 33.0% 1208892 33.0% 33.0% 3663309 330% 1208892

1473162 273% 405120 1473162 33.0% 486143 33.0% 33.0% 1473162 330% 486143

553269 273% 152149 553269 33.0% 82579 33.019 553269 33.0% 182579

208833 273% 57429 208833 33.0% 68915 330 330% 208833 33.0% 68915

-330% 254500033.0% 839850 -330% z54500033.o% 839850

167787 273% 46141 167787 33.0% 55370 310375 330% 102424 33.0% 478162 33.0% 157793

645.736 273% 177577 645736 33.0% 213093 310774 330% 102555 330% 956510 330% 315648

52289273% 14379 52.289330% 17255 -33.0% -33.0% 5228933.0% 17255

-273% -330% 1530044330% 504915 -33096 153004433.0% 504915

234974843 64618082 234974843 77541698 48623785 16045849 3269 i8z5 283045359 93404968



IRAP Deferred tax assets and liabilities

Taxable temporary differences
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Notes to tile statement of ncome items

Description -Amountoin euro Deferred tax liabilities Adjustments Reversals duringthe year

of the previousynar

Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax

income income income

Deferred capitalgains assets relevantfor RAPpurposes 2876376 3.90% 112179 3.90% 2876376 3.90% 112179

Deductionsmadeoff-the-booksasperarticleioglTCkdepreciationamortisation 161091462 3.90% 6282567 4381962 3.90% 170897 26118250 3.90% 1018612

EliminationafIeaseinstalments-Eguifrreseroe 2476744 3.90% 96593 3.90%

Eliminationofleaseinstalments 12153165 473973 .J.29

Eliminationofdepreciationonland-Eguityreserve 2.596491 3.90% 101263 .j
Taxeddepreciationandamortisation 201227048 7847855 3.90% 44157291 1721978

Depreciation and amortisation freed up
from fiscal interference 68870659 J9% 2685956 3.90%

LeaseofformerValgasbuilding 198354 3.90% 7736 3.90% 3.90%

Revalutation Valgas assets 9861135 3.90% 384584 417667 16289 111359 4343

Maintenance on Mincio
plant 1383471 3.90% 53955 3.90%

Goodwillofdistrictheating 8ooo 3.90% 312 667 3.90% 26 556 22

GuodwiIItransferredtnASMEletLtoegui 12187172 3.90% 475300 12187172 4753oo

Total
474930077 8522273 16987468 6625u 73259832 2857133

Deductible temporary differences

Description -Amounts in euro Prioryear deferredtax assets Adjustments Reversals duringtheyear

Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax

income income income

Entertainment
expenses 90301 3.90% 3522 3.90% 39729 59% 1549

Statutory amortisation and
depreciation

in excess 8086818 J5 315386 2041130 79664 75857c 33 29584

Provision for risks-water fee surcharges 5383140 3.90% 209.942 3.90% 3.50%

Provision for
inventory

obsolescence
243657 3.90% 9503 3.90% 3.90%

Provisionforlitigxrionwithrhirdparties

Provision for risks- iCI 7074690 59 275913 56 1237629 3.90% 48268

Provision for mobile
phones 2000 J9l 78

ProvisionforTosap 15ooo 3.90% 585 3.90%

Writedownsofpropertyplantxndequipment 7669837 3.98% 299124 3.90% 3.90

ProvisionforMuafee 1100000 3.90% 42900 3.90% 3.90%

CostsoftheAMSAmerger 1315920 3.90% 51321 378980 12830

CostsafthemergerwithASMts 3.90% 15557812 j% 606599 3888453 3.90% 151650

Finance leasedepreciation 3240871 3.90% 126394 3.90%

Higherdepreciationforcomponentapproach 1585627 61839 3.90% 3.90%

Payments
to auditors

14245 3.90% 556 37555 3.90% 1465 51800 3.90% 2020

Provisionforgaotariff
risks

4500000 3.90% 75500 3.90% 3.90%

ProvisionforUTFdiopute 5548403 J59 216388 o% 3.90%

Provisionforforeignrnarkets 575000 22425 3.90%

Inventory
obsolescence reserve Materials 4988061 3.90% 94534

CostsofmergerwithAEMMi 8172059 .3992 318710 3.90% 3.90%

Impairmentofint.assets-Cassann 1134301 3.90% 44238 3.90% 3.90%

Contributionsfromprivatebodiesfordepreciationdeductedinstatement 7612.012 3.90% 296868 3.90 1268669 3.90% 49.478

Contributionsfrompublicentitiesrelatiogtodepreciationdeductedinstatemeot 394.4635 3.90% 157841 657439 .J52 25640

Contributionfordepreciationwithootfiscalinterferenceinstatement 1473162 3.90% 57453 3.90% 3.90%

ExpensesofBASmerger 350355 3.90% 13664 67311 3.90% 2625 208832 3.90% 814.4

Entertainment
expenses 3.90% 79258 9o% 3091 26969 3.90% 1P52

Depreciationlmprea 167787 3.90% 6544 3.90% 3.90%

AllowancetoprovisionsIAS 645736 3.90% 25184 3.90% o%
Total 73617697 2871090 15012726 585496 8467cq6 330216
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Notes to the statement of borne items

Sub-Total Rettificaaliquota Increases
duringtheyear lncreaseslutilisations.equity Total deferred tax liabilities

Taxabin Rate Tax Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax

income income income income income

--
130591250 350% 5P93059 130591250 390% 5093059 3.90% 3.90% 130591250 3.90% 5093059

24767443.90% 96593 2476744J 96593 -3.90% 390% 2476744350% 96593

121531653.90% 473973 12153165_j 473973 12153.1653.90% 473973

2596491 101263 2596491 3.90% 101263 3.90% 3.90% 2596491 o% 101263

157073757 6125877 157073757 3.90% 6125877 3.90% 157073757 3.90% 6125877

68870659 2685956 68870.659 3.90% 2685956 3.90% 68870659 3.90% 2685956

1983543.90% 7736 1983543.90% 7736 -3.90% 3.90% 198354350% 7736

9332109 363952 9332109 i92 363952 3.90% 9332109 3.90% 363952

1383471350% 53955 1383.4719% 53955 -3.90% _J9 1383.471350% 53955

6777j 264 6777350% 264 -350 6777350% 264.%_-_--_-_-%._-_--
384682777 15002628 384682m 15002628 384682777 15002628

Sub-Total
Rettificaaliquota Increases during the

year Increases/utilisations-equity Total deferred tax liabilities

Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax Taxable Rate Tax

income income income income income

So572 3.90% 1972 50572 3.90% 1972 3.90% 3.90% 50572 1972

5287113 J5 206197 5287113 206197 3.90% 5287113 350% 206197

5383140 350% 209942 5383140 3.90% 209942 1629573 3.90% 63 3.90% 7812713 350% 273496

243657 3.90% 9503 243657 3.90% 9503 1131 350% 83 350% 245788 350% 9586

3.90% 141832 5531 J59 141832 J5 5531

5837061 3.90% 227645 5837061 227645 J992 5837061 3.90% 227645

2000 3.90% 78 2000 3.90% 78 3.90% 2000 3.90% 78

1sooo_3 isooo_j 585 -350% i5ooo
7669837 350% 299124 7669837 3.90% 299124 3.90% 7669837 3.90% 299124

11000003.90% 42900 l100000_3 42900 -3.90% -3.90% 11000003.90% 42900

986940 38491 986940 3.90% 38491 3.90% 986940 3.90% 38491

11665359 J222 454949 ii669 454949 3.90% 11665359 J82 454949

3240871 3.90% 126394 3040871 126394 3.90% 3040871 3.90% 126394

1585627 3.90% 61839 1585627 3.90% 61839 3.90% 1.585627 3.90% 61839

-- --
4500000 3.90% 175500 4500000 3.90% 175500 3.90% 3.90% 4500000 350% 175500

5548403 350% 216388 5548403 216388 390/ 3.90% 5548403 3.90% 216388

575000 3.90% 22425 575000 22425 3.90% 3.90% 575000 3.90% 22425

4988061 94534 4988061 194534 3.90% 3.90% 4.988061 %9o% 194534

8172059 350% 318710 8172059 318710 350% 8172059 350% 318710

1134301 3.90% 44038 1134301 3.90% 44238 350% 3.90% 1.134301 3.90% 44238

6343.343 247390 6343343 3.90% 247390 3.90% 3.90% 6343343 3.90% 247390

3287196 J5 128201 3087196 3.90% 128201 3.90% 3.90% 3287196 3.90% 128201

1473162 350% 57453 1473162 350% 57453 3.90% 3.90% 473162 J5 57453

208833 350% 8144 208033 350% 8144 3.90 330% 208833 350% 8144

522O9J9 2039 52289350% 2039 -350% 350% 52289350% 2039

167787350% 1677873.90% -330% -350% 677873.90% 6.544

645736 3.90% 25184 645736 3.90% 25184 310774 3.90% 12120 3.90% 956510 3.90% 37304

80163348 3126371 80163348 3126371 2084310 81288 82247658 3207659
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Deferred tax assets and liabilities for IRES and IRAP purposes are summarised in the following

table

Thousands of euro Financial Financial

statements statements

1231 2008 1231 2007

Deferred tax liabilities

Value differences in property plant and equipment 158774 139204

Adoption of the finance lease standard lAS 17 5472 4656

Adoption of the financial instruments standard tAS 39 7406

Other deferred tax liabilities 20302 39358

Total provision for deferred taxation 191954 183218

Deferred tax assets

Prioryeartax losses

Taxed risk provisions 65812 53241

Depreciation amortisation and writedowns of non-current assets 12571 11452

Adoption of the financial instruments standard lAS 39 1285 1280

Other deferred tax assets 16945 15468

Total deferred tax assets 96613 81441

PROVISION FOR DEFERRED TAXATION NET OF DEFERRED

TAX ASSETS 95341 101777

Post-merger figures

36 Net result of non-current assets held for sale

At December31 2008 this caption is positive for 31174 thousand euro 1220 thousand euro at

December 312007 and mainly includes the dividend net of the related tax received during

the year from E.ON Produzione formerly Endesa Italia S.p.A.

37 Net profit for the year

The net profit for the year amounts to 171705 thousand euro 85699 thousand euro at

December 31 2007

$8
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Notes on related party

transactions

38 Notes on related party transactions

The definition of related parties is indicated in the international accounting standard on the

disclosures to be made in financial statements on related party transactions lAS 24 adopted

in accordance with the procedure mentioned in article of the EC Regulation no.1606/2002

and therefore in the case of A2A S.p.A they are

Relations with the Parent Entities and their subsidiaries

Note that prior to the merger of AMSA S.p.A and ASM S.p.A with A2A S.p.A on January

2008

A2A S.p.A was held 42.267% by the Municipality of Milan with 760816004 shares of which

42.264% were held directly 760768604 shares and 0.003% 47400 shares indirectly

through Metropolitana Milanese S.p.A However because of certain clauses in the articles

of association the Municipality of Milan had the power to appoint majority of the

directors and to nominate the Chairman of the Board of Directors in other words it had

control of A2A S.p.A

AMSA S.p.A was wholly owned by the Municipality of Milan

ASM S.p.A was held 69.2% by the Municipality of Brescia

On October 2007 the two Municipalities stipulated shareholder agreement to regulate

the ownership structure and governance of A2A giving rise to joint control by the

Municipalities over the company by means of dualistic system of administration and control

So whatever the legal structure adopted the operation results in joint venture under the

joint control of the Municipality of Brescia and the Municipality of Milan which hold 27.5%

each

Dealings between companies of the A2A Group and the Municipalities of Milan and Brescia are

of commercial nature involving the supply of electricity gas heat and management of the

public illumination and traffic light systems as well as local police controls over the

Sg
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Nctos on rebecl parry transacoons

application of urban hygiene rules and lease instalments for the areas and buildings used for

the Groups operating activities

Dealings between the Municipalities of Milan and Brescia and the A2A Group relate to public

illumination and traffic light services and the management and distribution of electricity gas

and heat which are governed by special agreements and specific contracts

As regards relations between A2A S.p.A and the other companies controlled by the

Municipality of Milan it should be borne in mind that A2A holds 49%of Malpensa Energia S.r.l

which is controlled by SEA S.p.A as well as 27% of Zincar S.r.l which is controlled directly by

the Municipality of Milan All transactions with entities controlled by the Municipalities of

Milan and Brescia which involve supplying electricity are handled at normal market

conditions

Dealings with subsidiaries and associates

Within the Group A2A S.p.A acts as centralised treasury for all of the subsidiaries

Intercompany transactions are regulated through current accounts between the parent

company and the subsidiaries intercompany balances bear interest at the 3-month Euribor

rate increased for the creditor positions of A2A S.p.A or reduced for the debtor positions by

margin in line with what is applied bythefinancial market

In 2008 A2A S.p.A and its subsidiaries again filed their VAT return on group basis

Note that for IRES purposes A2A S.p.A files for tax on consolidated basis together with its

main subsidiaries in accordance with articles 117-129 of DPR 917/86 To this end contract has

been stipulated with each of the subsidiaries involved in the Group tax return to regulate the

tax benefits and burdens transferred with specific reference to current items

The parent company A2A S.p.A provides the subsidiaries and associates with administrative

tax legal managerial and technical services so as to optimise the resources available within

the company and to make the best use of existing know-how in the most economical way

possible These services are governed by specific service contracts that are stipulated

annually A2A S.p.A also makes available office space and operating areas at its own premises

to subsidiaries and the associates as well as services relating to their use These are provided

at market conditions

A2A S.p.A provides power generation service to A2A Trading S.r.l in exchange for monthly

fee that depends on the effective availability of the thermoelectric and hydroelectric plants

A2A S.p.A purchases an insignificant quantity of rights needed for hydroelectric production

from the associate Società Servizi Valdisotto S.p.A under contractual agreement

no
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Notes or reisted party trarsacti005

It services are provided by the subsidiaries Selene S.p.A BAS.Com S.p.A Itradeplace S.p.A

and by the associate e-Utile S.p.A.

As regards the consolidation under the equity method of the Transalpina di Energia Group

which is jointly controlled through Delmi S.p.A note that the parent company A2A S.p.A

does not have any direct dealings with companies of the Transalpina di Energia Group

Intercompany transactions and balances are summarised in the following tables in

accordance with Consob Resolution 15519 of July 272006

Balance sheet Thousand5 of euro Total Of which with related parties

2008

Subsidiary Associated Parent Total %of

companies companies company related caption

parties

TOTAL ASSETS of which 7646451 4005221 1059546 65oo8 67.1%

Non-current assets 6240112 3303477 571800 3875277 62.1%

Investments 3871300 3300562 571238 3871800 ioo.o%

Other non-current financial assets 547262 2915 562 3477 0.6

Current assets 923403 701744 4810 65oo8 771562 83.6%

Trade receivables 400859 288481 3672 39942 332095 82.8%

Other current assets Sr8 44339 44339 57.0%

Current financial assets 395128 368924 1138 25066 395128 100.0%

Non-current assets held for sale 482936 482936 482936 ioo.o%

TOTAL LIABILITIES of which 7646451 380640 5370 5496 391506

Non-current liabilities 3211849 391 391

Non-currentfinancial liabilities 2.778527 391 391

Current liabilities 860084 380640 5370 5105 391115 45.5%

Trade
payables 259306 103149 5370 4742 113261 42.1%

Other current liabilities
115112 21197 21197 18.4%

Current financial liabilities 468122 256294 363 256657 54.8%

Dealings
between A2A S.p.A

and its direct subsidiaries and associates

Dealings between AZA S.p.A and the Municipalities of Milan and Brescia
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The financial statements are shown in section 0.2 of this report pursuant to Consob

Resolution 15519 of July 272006

Income statement- Thousands of euro

REVENUES

Total

2009

1098118

Of which with related
parties

Subsidiary

companies

815767

Associated

companies

3158

Parent

company

44603

Total

related

parties

863528

of

caption

78.6%

Revenuesfromsalesandservices 1071o 810466 2261 44603 857330 80.0%

Other operating income 27086 5301 897 6198 22.9%

OPERATING COSTS 608698 23813 13447 233 137493 22.6%

Costs for raw materials finished

products and services 543862 113539 13447 233 127219 23.4%

Other
operating

costs 64835 10274 10274 15.8%

Financial costs

Financial income 80248 163873 4085 315 168273 93.4%

Financial expenses 93004 15050 6145 76 21.271 ii.o%

Dealings between AsA S.p.A and its direct subsidiaries and associates

Dealings between AA SpA and the Municipalities of Milan and Brescia

02
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CONSOB communication

no DEM/6o64293 of July 28 2006

39 CONSOB communication no DEM/6o64293 of July 28 2006

The following table shows the effects of the merger of ASM S.p.A and AMSA Holding S.p.A by

A2A S.p.A on the balance sheet

OALANCE SHEET Figures in euro 1231 2007 Effect of Effect of 01 01 2008

merger merger post-merger

AMSA S.p.A ASM BS Sp.A

ASSETS

Non-current assets

Property plant and
equipment 864790403 724740715 1559531.13

Intangible assets 19138202 70190541 89.328743

lrlvestrnents 2986805891 76945021 1209536221 4273257133

Other non-currentfinancial assets 516301261 50482152 566753213

Deferred tax assets 60190834 14800 21234920 81440.c4

Other non-current assets 25229436 11709272 36923708

Total non-current assets 4472456027 76959821 2087893821 6637309669

Current assets

Inventories 794319 16319746 17114.065

Trade receivables 84547797 460538157 545035934

Other current assets 26708614 308394 49018616 76035624

Current financial assets 134360868 224874256 36.923524

Current tan assets 18021467 18021467

Cash and cash equivalents 26665586 238023 103373170 130276779

Total current assets 291098651 546417 854123945 1145769013

Non-current assets held for sale 101500 101500

TOTAL ASSETS 4763554678 77506238 2942119266 7783180182
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Equity

01 01 2008

pest-merger

Share
capital 936024648 50494605 642591491 142910744

Share premium

Treasury shares 6352l2 415332

Reserves 1366.509454 24513503 657663060 2.048.686017

Net profit fortheyear 85699195 85.699194

Equity 2324700085 75008108 1300254551 3699962744

LIABILITIES

Non-current liabilities

Non-current financial liabilities 1517821330 759035586 2276856916

Non-current derivatives

Deferredtax liabilities 74039386 109178344 183217730

Employee benefits 100300050 26456963 126757.03

Provisions for risks and charges 81518605 21756447 03275042

Other non-current liabilities 199193 12804728 13.003.921

Total non-current liabilities 1m878564 929232068 2703110632

Current liabilities

Trade payables 109197896 212321 236214595 345924812

Other current liabilities 89474876 237407 183196045 272906328

Currentfinancial liabilities 466303257 18 279587853 745891128

Tax liabilities 2048384 13634154 5662528

Total current liabilities 664976029 2498130 712632647 1380106806

Total liabilities 2438854593 2498130 1641864715 4083217438

Liabilities associated with non-current assets

held for sale

TOTAL EQUITY AND LIABILITIES 4763554678 77506238 2942119266 7783180182

Separate Financial Statements Year 2008

CONSOB common catio no DEM6O642930 July 28 2006

1231 2007 Effectof Effectof

merger merger

AMSA S.p.A ASM BS S.p.A

8ALANCE SHEET Fures in euro

EQUITY AND LIABILITIES
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Guarantees and commitments

with third parties

2008

PQ32

78420

The guarantees deposited by subcontractors and guarantees issued by credit institutions to

ensure proper execution of work amount to 150352 thousand euro 57211 thousand euro in

the previous year

Guarantees and commitments with third parties

These amount to 784230 thousand euro 53688 thousand euro at December 31 2007 and

refer to guarantee deposits lodged as security for commitments to third parties and to

sureties given

The company holds third party assets worth 33005 thousand euro under concession

Thousands of euro

Guarantee deposits received 57211

Guarantees given 53688

2007
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Other information

Significant events after December 31 2008

See the directors report on operations for an explanation of subsequent events

Information on non-current assets held for sale and discontinued

operations IFRS

Note that at December 31 2008 Non-current assets held for sale the reclassification of the

investment in E.ON Produzione S.p.A formerly Endesa ltalia S.p.A Net result from non

current assets held for sale comprise the dividend of E.ON Produzione S.p.A cashed
during

the year For further information see balance sheet note 13 and income statement note 36

Risk management

As the parent company A2A S.p.A provides centralised risk management also for Group

companies

Note that A2A S.p.A is not subject to commodity price risk nor the related exchange rate risk

as they are both transferred to A2A Trading S.r.l as part of the tolling contracts for the plants

owned by A2A In this connection we would emphasise that the purchases of fuel and energy

reported in the income statement refer to transactions carried out in the first half of 2008

which then came to an end with the definition and implementation of the current business

model which sterilises the effects of the scenario for the asset companies with the transfer to

the trading company

A2A S.p.A is exposed to the following types of risk

market risk and interest rate risk

exchange rate risk not related to commodities

liquidity risk

credit risk

equity risk

default and covenant risk
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Other jnfrmatjn

Market risk and interest rate risk

Interest rate risk is linked to medium and long-term loans and has different impact

depending on whether the loan is fixed or floating rate In fact if the loan is floating rate the

interest rate risk is on the cash flow if the loan is at fixed rate the interest rate risk is on the

fair value

The hedging policy adopted is designed to minimise any losses connected to fluctuations in

interest rates in the case of floating rate loans by transforming them into fixed rate loans or

stipulating collar contracts and to minimise the higher cost of fixed rate loans compared with

floating rate ones the so-called negative carry

At December 312008 the A2A structure of loans from Banks and other providers of finance is

the following

Millions of euro December 312008 December 312007

Without With %with Without With %with

derivatives derivatives derivatives derivatives derivatives derivatives

At fixed rate i38 499 1099 58%

Atfloatingrate i8 1397 797 42%

2990 2990 iao% 1896 1896 ioo%

Derivatives refer to the following loans

Loan Derivative Accounting

Bond loan A2A with nominal value Collar with double cap withthe same The fair value option has been

of500millioneuroexpiry2ol3with durationastheloan applied to the loan The collar is

fixed coupon of 4.875% 2008 the fair value is positive for measured at fair value with changes

19.0 million euro booked tothe income statement

A2A loan with BEI expiry 2014-2016 Collar with duration up to The loan is valued at amortised cost

residual balance at December 31 December 2012 at December 31 The collar is cash flow hedge
2008 amounting to 89.3 million 2008the fairvalue is negative for 2.9 booking the effective part of the

euro at floating rate million euro hedge to specific equity reserve

A2A loan with Banca Intesa/BEI Collar with duration up to Theloanisvaluedatamortisedcost

expiry 2015.2016 residual balance at December 2009 at December 31 The collar is measured at fair value

December 31 2008 amounting to 2008 the fair value of the hedge is with changes booked to the income

25.8 million euro at floating rate negative for 0.03 million euro statement

A2A revolving credit lines 600 Collar with duration up to July 2012 The loan is valued at amortised cost

million euro at floating rate at December 31 2008 the fair value The collar is measured at fair value

6-month euribor of the hedge is positive for 3.7 with changes booked to the income

million euro statement

AEM Elettricità loan from Cassa Collar with double cap with the same The loan is valued at amortised cost

Depositi Prestiti expiry 2013 duration as the loan and residual The collar is measured at fair value

residual balance at December 31 balance of 142.9 million euro at with changes booked to the income

2008 of 190.6 million euro at December 31 2008 the fair value is statement

floating rate
positive

for 0.7 million euro

structured model for interest rate risk analysis and management has recently been

developed in-house The method used for calculating exposure to this risk is based on the

Montecarlo Method which measures the impact that fluctuations in interest rates have on

97



Separate Financial Statements Year 2008

Oter nFcrmaton

prospective financial flows The method simulates at least ten thousand scenarios for each

important variable depending on the volatility and correlations associated with each of them

using forward market rate curves as prospective levels Having obtained in this way

distribution of the probability of results it is possible to extrapolate the maximum negative

variance expected worst case scenario and the maximum positive variance expected best

case scenario with confidence interval of 97.5%

After adopting this method the after-the-event sensitivity analysis on the income

statement and balance sheet that was presented in the financial statements at December 31

2007 has been replaced byan indication of the range of variances in expected financial flows

this being the main indicator used by the company for monitoring and managing interest rate

risk

As this is the first time that this method has been used comparative figures are not available

Hence the following are the results of the simulation with the related maximum variances

worst case and best case scenarios just for 2009

Millions of euro 2009

base case -.98.8

Worst case Best case

Change in expected financial flows including hedging flows
Confidence level of 97.5% 10.6 7.7

sensitivity analysis is also provided of possible changes in the fair value of the derivatives by

shifting the forward rate curve by bps and 50 bps

Millions of euro 12 31 2008 1231 2007

base case so base case 24.8

50bps 50bps 50bps 50bps

Change in fair value of derivatives 41 1.0 2.1 1.0

of which derivatives cash flow hedge to 1.0

Exchange rate risk not related to commodities

As regards the exchange rate risk on purchases and sales other than those of commodities

A2A does not consider it necessary to take out specific hedges as the amounts involved are

quite small they are paid or collected within short period of time and any imbalance is

immediately offset by sale or purchase of foreign currency

The only case of hedging exchange rate risk that was not related to commodities is the fixed

rate bullet bond of 14 billion yen with maturity 2036 issued by ASM S.p.A in 2006

cross currency swap contract was stipulated for the entire duration of this loan which

transform the principal and interest payments from yen into euro This derivative is
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accounted for as cash flow hedge booking the effective part of the hedge to specific equity

reserve

At December 312008 the fairvalue of the hedge is positive for 16.9 million euro This fairvalue

would improve by 16.1 million euro in the event of 10% decline in the euro/yen exchange rate

appreciation oftheyen and would get worse by 13.2 million euro in the event of io% rise in

the euro/yen exchange rate devaluation of the yen

Liquidity risk

The company is not currently exposed to short-term liquidity risk having at the balance sheet

date almost billion euro of committed lines of credit that expire between 2012 and 2013

These lines are mainly to cover temporary liquidity requirements

The subsidiaries also signed centralised treasury agreement with A2A S.p.A.

By means of this agreement the Company can cover its day-to-day funding requirements by

having rapid access in timeof need not only to its own financial resources but also to those of

the other companies in the A2A Group Similarly any temporary cash surpluses can be

invested and remunerated byA2A

Thefollowingtable analyses the worst case for financial liabilities includingtrade payables in

which all of the flows shown are undiscounted future nominal cash flows determined on the

basis of residual contractual maturities for both principal and interest they also include the

undiscounted nominal flows of derivative contracts on interest rates

Loans have been included on the basis of the first expiry date when reimbursement could be

requested while revocable loans have been considered redeemable at sight

Millions of euro 2008 2007

13 months 412 months Beyond 1-3
months

4-la
months Beyond

12 months 12 months

Bonds 1433 24 622

Payables
and other financial liabilities

30 229 1923 217 193 2274

Total financial flows 3396 217 217 2896

Trade payables 35 34

Total trade payables 34

Credit risk

For the Group exposure to credit risk is principally linked to its growing commercial activity

In order to control this risk which is handled by the Credit Management function which is

located centrally as part of the Administration Department for some time now credit policy
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has been implemented by head office to regulate the assessment of customers credit

standing monitor expected collection flows issue suitable reminders grant extended credit

terms if necessary possibly backed by adequate guarantees and take suitable
recovery

measures Depending on the customers credit worthiness the Credit Policy requires the

company to ask customers to give bank or insurance guarantees of prime credit standing

collectable on first request and without any chance of raising objections article 1945 of the

Italian Civil Code The Credit Policy for the company is currently being updated

Counterparties for the management of temporary cash surpluses and for the stipulation of

financial hedging contracts using derivatives always have high international credit

standing

The payment terms generally applied to customers provide for various due dates in line with

applicable regulations and market standards In cases of delayed payment default interest in

charged as explicitly foreseen in the underlying supply contracts or in current law application

of the default rate as per D.Lgs 231/2002

Trade receivables are shown in the balance sheet net of any writedowns management is of the

opinion that the figure shown is correct representation of the fair value of total trade

receivables

The following is an analysis of gross trade receivables and of the related provision for bad and

doubtful accounts

Thousands of euro 12 31 2008 12 31 2007

Trade receivables gross fromto third parties 69965 12470

Provision for bad and doubtful accounts 4160 415

Trade receivables from parent entities 39942 17725

Trade receivables from subsidiaries 288481 49493

Trade receivables from associates 3.672 5275

Tade receivables 397900 84548

Of which

Receivables due between to 12 months iiiS 16

Receivables due beyond 12 months 9026 399

Trade receivables that are past due for more than 12 months amount to 9026 thousand euro

and refer to 1026 thousand euro of receivables from public entities The provision for bad and

doubtful accounts covers ioo% of amounts past due for more than 12 months from private

customers which reflects the amount due that under such circumstances could be hard to

collect
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Equity risk

At December 312008 A2A S.p.A is not exposed to equity risk

Note that at December 312008 A2A S.p.A holds 47434850 treasury shares which is 1.514%

of the share capital made up of 3132905277 shares

As laid down in IFRS treasury shares do not constitute an equity risk as their purchase cost is

deducted from equity and even if they are sold any gain or loss on the purchase cost does not

have any effect on the income statement

Default and covenant risk

The following are all the figures relating to bank borrowings and amounts due to other

providers of finance excluding subsidiaries

Thousands of euro Book Portions Portions Portions maturing in

baJance maturing maturing

i2 2008 within beyond
1231 2010

1231
2011 12312012 1231 2013 BeYond

12 months 12 months

Bonds 1.103664 1103664 509065 594599

Financeleasepayables 19192 18068 1124 384 401 339

Duetoparentcompany 754 363 391 391

Bank loans 1366745 193397 1673348 56690 157147 439068 725912 294531

Total 2990355 211828 2778527 57465 157548 439407 1234977 889130

In October 2003 and in May 2004 A2A S.p.A issued bond loan of nominal value 500 million

euro each with 10-year maturity

A2A S.p.A.s bank debt of oo million euro at floating rate with maturity September 2012 and

million euro at floating rate with maturity June 2018 has credit rating clause regarding the

Companys non-subordinated unsecured long-term debt in particular the Company has

commitment to maintain BBB rating for the ioo million euro loan while for the 85 million

euro loan it is required to maintain rating of not less than investment grade in both cases for

the entire duration of the loan

If this commitment is not met there are capital economic and financial covenants linked to its

Debt/Equity ratio Debt/Gross Profit ratio and Gross Profit/Financial expenses ratio These

covenants are evaluated by the Company every twelve months based on the consolidated

financial statements

There is also Credit Rating clause in the BEI loan originally of ioo million euro maturity

2014-2016 rating of less than BBB on the BEI originally of 200 million euro maturity 2023

rating of less than BBB and on the bond loan in yen maturity 2036 and relating to the cross

currency swap with CSA put right with rating of less than BBB
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A2A S.p.A has stipulated number of committed lines of credit with various financial

institutions for total of 2325 million euro which are not subject to any covenants not even

having to maintain specific level of rating

As regards the bond loans on the loans mentioned above and the committed lines of credit

there are negative pledge clauses based on which A2A S.p.A undertakes not to set up real

guarantees on the assets of A2A S.p.A and of its direct subsidiaries over and above certain

threshold ii cross default/cross acceleration clauses which entail immediate

reimbursement of the bonds in the event of serious non-performance and iii clauses that

provide for immediate repayment in the event of declared insolvency on the part of certain

direct subsidiaries

Moreover for the committed lines of credit A2A S.p.A has undertaken not to give up control

over Delmi S.p.A and to give the financing banks the same treatment as that due to creditors

under other unsecured financing contracts paripassu

Note that the A2A Group has not stipulated any loan contracts with change of control clause

except for the bridge loan up to maximum of 235 million euro drawn down at December 31

2008 by 135 million euro with maturity at the end of 2009

As matters stand there is no situation of default on the part of companies of the A2A Group

nor any infringement of the covenants mentioned above

Analysis of forward transactions and derivatives

As regards their classification in the financial statements these transactions meet the

compliance requirements as per lAS 39 for the application of hedge accounting In particular

Transactionsco nsidered hedges for thepirps of IAS39 can be split into transactions

to hedge future cash flows and transactions to hedge assets or liabilities fair value

hedges For transactions involving cash flow hedges the accrued result is included in

gross profit from operations when realised for commodity derivatives and in financial

costs for interest rate and exchange rate derivatives whereas the prospective value is

shown in equity

Transactions not considered hedges for the purposes of lAS can be split between

Margin hedges for all hedging transactions that meet the requirements of compliance

with the internal risk policy and procedures the accrued result and prospective value

are included in gross profit from operations for commodity derivatives and in financial

costs for interest rate and exchange rate derivatives
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Trading transactions for all transactions on commodities the accrued result and

prospective value are included in gross profit from operations for transaction on

interest rates and exchange rates in Financial income and charges

The fair value of the cash flow hedges has been classified on the basis of the underlying

derivative contracts as per lAS 39

Instruments outstanding at December 31 2008

On interest and exchange rates

The following analyses show the outstanding amounts of derivative contracts stipulated and

not expired at the balance sheet date by maturity

Thousands of euro Notional value maturity Notional value maturity Notional Value Progressive

within
lyear

between to syears value in the impact

maturity balance on the

To be To be To be lobe
beyond sheet income

received paid received paid years statement

at1231 200$

Interest rate risk management

cashflowhedgesasperlAS39 12500 35700 2977

not considered hedges as per

AS 39 35400 1211200 23471 23471

Total derivatives on interest rates 47900 1246900 20494 23471

Exchange rate risk management

considered hedges as per lAS 39

on commercial transactions

on financial transactions 98000 16885

not considered hedges as per

AS 39

on commercial transactions

on financial transactions

Total exchange rate derivatives 98000 16885

This representsthe sum of the notional value of the elementary contractsthat derive from any dismantling of complex contracts

This represents the net receivable .x or payable booked to the balance sheet following the measurement of derivatives at fair value

This represents the adiustment of derivativesto fair value booked over time to the income statement from stipulation of the contract to the present

day
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Balance sheet and income statement effects of activity in derivatives

during 2008

The following table shows the balance sheet figures for the management of derivatives at

December 312008

Balance sheet figures

Thousands of euro

ASSETS

Notes

Non-current assets 40391

Other non-current assets Derivatives 40391

TOTAL ASSETS 40391

LIABILITIES

Non-current liabilities 3012

Other non-current liabilities Derivatives 22 3012

TOTAL LIABILITIES 3012

Income statement

The following table includes an analysis of the economic results for the year relating to the

management of derivatives as well as the effects of the fair value option applied to the bond

loan from January 2005

Interest rate and equity risk management including

FINANCIAL INCOME

Gains on derivatives

consideredhedgesasperlAS39

not considered hedges as
per

lAS 39 1526 9391 7865

Total income on derivatives 1526 9391 7865

FINANCIAL EXPENSES

Charges on derivatives

considered
hedges as per

lAS
39

not considered hedges as per lAS 39 4187 20698 16511

Total charges on derivatives 4187 20698 16511

TOTAL BOOKED TO FINANCIAL COSTS 2661 11307 8646

Thousands of euro Notes

FINANCIAL COSTS
33

Realised Change in

fair value during

the period

Amounts booked

to the income

statement
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Classes of financial instruments

To complete the analyses required by IFRS the following table shows the various types of

financial instruments that are present in the various balance sheet itemswith an indication of

the accounting policies used and in the case of financial instruments measured at fair value

an indication of where changes are posted through profit loss or in equity

The last column of the table shows the fair value of the instrument at December 31 2008

where applicable

Thaosandnofeuro Accouetiagpolklesusednomeawefinancialitstruments inthefinancialstatenents

Finsacislinstrameets Financial nyestmeet4 Book Fairvaluest

measaredatfuimvalue instruments Securities esluest s23l200t

eeithcIrangesbockedno vakiedat coevestible 0352008

amortisest into unlisted

Income Equity
investments

statement

aluedutcost

ASSETS

Other non.current financial assets

Investments/Securities convertible into investments

available for sale of which

unlisted
37941 37941 nd

listed
505742 505742 505742

Financialassetsheldtomatarity 102 102 102

Other nan-current financial assets
3477 3477 3477

Total other non-current financial assets 547262

Othernon-currentassets 23506 16885 11582 51973 51973

Trade receivables
400859 400859 400859

Other current assets 57297 57297 57297

Curreatfinanciul assets -a 395128 395128 39512n

Cash and cash
equivalents 12 32622 32623 32623

LIABILITIES

Financial liabilities

Non-current bonds 509065 594599 1103664 1103664

Other non-currentand current financial liabilities and 24 2142985 2142985 2142985

Other non-current liabilities 22 35 2977 3297 6309 6309

Trade
payables 23 269306 269306 269306

Other current liabilities 23 115112 115112 115112

Fairvalue has not been calculated for receivables and payables not related to derivative contracts and loans as the corresponding

book value comes close to it

Net of VAT credit of 20521 thousand euro

Financial assets and liabilities at fair value through profit and loss are measured at fair value with any changes being booked to the

income statement

Hedging derivatives Cash Flow Hedge
Financial assets available for sale measured at fair value with

gains/losses booked to equity

Loans receivables financial liabilities valued at arnortised cost

Financial assets available for sale made up of unlisted investments the fair value of which is not reliably measurable are carried at

cost written down if necessary for losses
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Concessions

The following table shows the main concessions obtained by A2A S.p.A

Number

10Hydroelectric concessions

District heating concessions

Water service management concessions 79

Urban illumination and traffic lights management agreements 14

concessions may concern the sale and distribution of drinking water or water purification and sewage services

Update of the delmi groups main legal and tax disputes still pending

EC infringement procedure

On June 2002 the European Commission published decision declaringthat the three-year

exemption from income tax under article 3.70 of Law 549/95 and article 66.14 of D.L 331/1993

converted into Law 427/93 and the advantages deriving from the loans granted under art 9-

bis of D.L 318/1986 converted into Law 488/96 granted to joint-stock companies with

public-sector majority set up under Law 142/90 was incompatible with EC law as it was

considered State aid which is banned by article 87.1 of the EC Treaty

On the other handthe Commission did not considerthe tax exemption on the transfers under

article 3.69 of Law 549/95 as State aid

This decision was notified on June 2002 to the Italian State which impugned it before the

Court of Justice Subsequently by order of the Court of Justice dated June 82004 the case

was transferred to the Court of First Instance with reference number T-222/o4 following the

enlargement of that courts functions based on the Treaty of Nice

In July 2002 the decision was subsequently communicated by the Commission to the

companies which impugned it before the Court of First Instance of the European Community

on September 30 2002 pursuant to article 230.4 of the EC Treaty Other public-sector

companies and Confservizi are also considering impugning this decision

The Italian State did not ask the Court of Justice to suspend execution of the Commissions June

2002 Decision so as not to prejudice the resolution of merit in the event of refusal In fact it is

rare for the Court to concede stay of execution above all in matters regarding State aid

The decision is therefore fully effective and binding on the Italian State which is obliged to

recover the aid granted

On the invitation of the Commission the Italian State has activated
recovery procedure

preparing questionnaire to carry out survey of joint-stock companies with public-sector
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majority that have benefited from this kind of tax exemption or from loans granted by the

Cassa Depositi Prestiti during the years under consideration

The Italian States recovery initiatives continued with the predisposition of an amendment to

the EC law which was approved by the Senate on April 13 2005 article 27 Law 62 of April i8

2005 The measure envisages detailed recovery procedures based on ordinary tax rules to

adjust any recovery to the effective existence of recoverable aid considering the specific

circumstances of each position and bearing in mind any outstanding disputes with the tax

authorities In particular this measure envisages certain declarations on the part of the tax

payer and presumes certain official acts specifying the application methods and guidelines for

correct evaluation of cases of non-application The guidelines were then amended to make

them more precise by article 1.133
of Law 266 of March 232006 Budget Law 2006

Subsequently following Italys condemnation by the Court of Justice for the delay in

recovering the aid Sentence June 2006 lawsuit 207/05 with Decree io of February

15 2007 converted into Law 46 of April 2007 further amendments were made to the

existing recovery procedures However these amendments did not entail new obligations for

the companies as the recovery has been carried out on the basis of the declarations already

presented under the previous regulations having regard to the aid effectively used

In the second two month-period of 2007 the Tax Authorities sent notice to AEM S.p.A and

ASM S.p.A in acommunication-injunction based on Decree Law 10/2007 in connection with

the alleged State aid enjoyed during the moratorium periods

Given that the lawsuits involving to the merging company AEM S.p.A now A2A S.p.A and the

merged company ASM S.p.A are already the subject of separate proceedings at the Court of

First Instance of the European Community and different position in relation to the

communication-injunction we will explain the two situations separately so that they are

easier to understand

Former AEM S.p.A now A2.4 S.p.A

In the proceedings taken by AEM S.p.A on January 2003 the Commission deposited an

objection claiming that it could not accept the appeal AEM promptly replied before the legal

deadline The Court setthe meetingconcerningthe objection claimingthat it could not accept

the appeal by order dated August 2005

On March 2006 AEM deposited brief in
response to the judgement pending before the

Court of first instance The written phase of the judgement has therefore been concluded On

February 282008 the Court of First Instance communicated to AEM its intention to combine
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only for the oral phase the various lawsuits being brought by AEM Confservizi other

prevalently public-sector companies and bythe Italian Government askingfortheir opinions

On March 2008 AEM communicated to the Court that it would welcome such move to

combine the various lawsuits It would appear that the other plaintiffs are also in favour On

April 162008 the final hearing took place before the Court of First Instance

With reference to article 27 of Law 62 of April i8 2005 AEM S.p.A has punctually complied

with the obligations that the former municipal utilities have been subjected to as laid down in

the recovery regulations and related implementation instructions

On October 27 2005 the Tax Authorities visited the head office of AEM S.p.A to acquire

documentation to check the correctness of the figures declared in the tax returns presented

in accordance with article 27 of Law 62

The visit was merely to ascertain the amount of any taxes that are to be reimbursed to be

followed by their definitive liquidation AEM S.p.A has given the inspectors an ample statement

on how the tax returns were compiled If all possible forms of legal protection fail it is reasonable

to assume that the Italian governments efforts to recover this money will take the form of

revocation of the benefits granted in various ways to different public service sectors according

to the extent that the business has effectively opened up to competition duringthe period of the

measures being contested and hence the extent to which it may have been distorted

Talking of which AEMs appeal explains how the Company operated during the 1996-1999

period the one under review by the Commission in sectors that were not opened up to

competition such as power and gas for which AEM S.p.A did not take part in any tender to be

entrusted the service

In light of the uncertainty regarding the outcome of the appeals launched by the Italian State

and by AEM S.p.A and the ways in which the Commissions Decisions would be applied the

Company thinks it possible but not probable that it risks
having to hand back all of the aid

received if the result of the entire appeal procedure turns out to be negative consequently no

provision has been made for this matter in any of the financial statements approved up to

December 31 2006 Because of these same conditions of uncertainty it is currently

impossible to have sufficient objective elements to make reasonable estimate of the impact

on AEM S.p.A as consequence of this Decision

It is also worth bearing in mind that the bulk of the earnings distributed by AEM S.p.A during

this tax moratorium went to the Municipality of Milan part of the Public Administration

AEM S.p.A did not receive any loans from the Cassa Depositi Prestiti under the laws

mentioned and during the period considered by the Commission

On March 30 2007 the Milan Tax Office notified four assessments or communication

injunctions under Decree Law 10/2007 relating to the aid alleged to have been used during

the periods 199619971998 and 1999
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The sums requested in these assessments come to total including interest of 4.9 million

euro and are based on the Companys own declaration in July 2005 except as regards the

derecognition of the effects of accepting the so-called tombstone tax amnesty under Law

no 289/2002 the related interest has also been calculated

Based on the provisions of Decree Law 10/2007 the sums thus calculated and not paid have to

be forcibly collected by including them in the tax roll the rules do not permit any extended

payment terms or suspensions not even in the case of impugnment

Having taken note of these communications and considered Decree Law 10/2007 and related

conversion law and checked that the amounts requested agree
with those originally declared

the Company decided on April 272007 to pay

As result of the above the amounts paid have been included in the 2007 accounts under

Financial expenses and Other non-operating costs

In any case the arguments presented by the Company before the European Court of Justice

against the Decision of the EU Commission of June 52002 remain valid these arguments

together with those presented by the other former municipal utilities and by the Italian

Government have been examined in terms of merit on April 16 2008 before the Court of

First Instance of the European Community The decision will be announced on June ii 2009

If the actions taken before the European Court ofJustice are successful the amounts paid by

the Company ought to be reimbursed as the assumption of
recovery is no longer valid

The Company thought it best to appeal against any such decisions in the fiscal courts

The Provincial Tax Commission of Milan Section 21 rejected the proposed appeals with

sentence no of January 25 2008 The sentence that establishes the amount of the

recoverable aid is now definitive

The former ASM S.p.A absorbed byAz4 S.p.A fromJanuary 2008

As regards ASMs position while we are waitingfor the outcome of the appeals to the Court of

First Instance in Luxembourg presented for ourselves on January 22003 and ad adiuvandum

for AEM S.p.A and AMGA S.p.A we felt that the European Commissions decision

2003/293/CE could not be applied to it because of the particular nature of its situation during

the period under consideration the services provided by ASM S.p.A in its areas of operations

were not open to the market and to free competition

On January 62003 the Commission deposited an objection claiming that it could not accept

the appeal ASM Brescia S.p.A promptly replied before the legal deadline The Court set the

meeting concerning the objection claiming that it could not accept the appeal by order dated

August 52005
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On February 282008 the Court of First Instance communicated to ASM S.p.A its intention to

combine only for the oral phase the various lawsuits being brought by ASM S.p.A

Confservizi other prevalently public-sector companies and bythe Italian Government asking

for their opinions ASM communicated to the Court that it would welcome such move to

combine the various lawsuits

On April i6 2008 the final hearing took place before the Court of First Instance

The companies of the ASM Group involved in the
recovery procedure ASM S.p.A also on

behalf of BAS now merged and ASVT in accordance with the request contained in

article 27 of Law 62 of April 182005 sent the declaration required by art 27 of the said law for

each of the periods affected by the tax moratorium

As regards the positions of BAS Bergamo which was merged with effect from May 18 2005

and ASVT during the years when the moratorium was operative these companies had

negative taxable income so it is probable that no tax will be due

In April2007 ASM S.p.A was notified the communication-injunction under article of Decree

Law 10/2007 by the Brescia Tax Office for the periods 1998 and 1999

Based on the opinion of its own tax consultants and experts in EC law ASM S.p.A pointed out

to the Brescia Tax Office that the communication-injunction that it had received was contrary

to the provisions of this decree both in content and in amount

At the same time ASM S.p.A appealed to the Brescia Court for this injunction to be declared

null and void it also asked for court order suspending payment

On May23 the Tax Office acknowledged that ASMs arguments were correct and cancelled the

communication-injunction

In any case the arguments presented by the Company before the European Court of Justice

against the Decision of the EU Commission of June 52002 remain valid these arguments

together with those presented by the other former municipal utilities and by the Italian

Government have been examined in terms of merit on April 162008 before the Court of

First Instance of the European Community The decision will be announced on June 112009

In light of the uncertainty regarding the outcome of the recourses launched by the Italian

State and by ASM S.p.A and the ways in which the Commissions Decisions would be applied

the Company thinks it possible but not probable that it risks having to hand back all of the aid

received if the result of the entire appeal procedure turns out to be negative consequently no

provision has been madeforthis matter in any of the financial statements approved up to now

In any case the suit against the Tax Office is still pending before the Brescia Court while we

await the sentence that will be issued by the Court of First Instance of the European

no
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Community We would point out that the Shareholders Meeting of ASM S.p.A has already

passed resolution while waiting for the question to be decided to consider portion of the

free reserves formed during the period of the tax moratorium namely 13 million euro are

no longer distributable to the shareholders

Note that article 24 Decree 185 of November 292008 converted with amendments by Law

of January 28 2009 introduced new instructions designed to recover the aid equivalent to

the taxes not paid and related interest as result of the application of the tax exemption

system foreseen by article 3.70 of Law 549 of December 28 1995 and article 66.14 of Decree

Law 331 of 30 August1993 converted with amendments by Law 427 of October 291993 again

this is to implement Decision 2003/193/CE of the European Commission

Based on this measure the recovery is implemented by the Tax Authorities by means of tax

assessment within 120 days starting on November 29 2008 taking into account the amounts

already paid pursuant to article 1.2 Decree io of February 15 2007 converted with

amendments by Law 46 of April 2007 There is no provision for the payment to be

postponed or suspended

Guidelines for
recovery are available in the Agenda of the Chamber of Deputies no 9/01972/071

approved at the session held on January 14 2009 In the guideline it is explained that the

recovery cannot take the form of simple tax assessment without any specific criteria

instead it has to determine if and how much aid has to be recovered clarifying in particular

that it is recoverable only if
actually enjoyed

and verifying case by case whether the company

has effectively made use of illegitimate state aid that has altered the principles of free

competition and companies freedom of establishment In line with this concept those

resources that have already been involved in forms of reimbursement have to be considered

excluded from the recovery measure

In this connection it should be noted that the regulation mentioned here does not constitute

new and greater obligations of reimbursement of state aid by the Company it merely

integrates the powers of assessment of the aid to be reimbursed by those who have made use

of such aid and have notyet repaid it In exercising these powers the Tax Authorities still have

to identify specific case of illegitimate state aid effectively enjoyed and not yet reimbursed

The amount that the Company could possibly be asked to repay based on the latest

pronouncements is neither foreseeable nor quantifiable This is because as far as the former

AEM is concerned the Company has already repaid the declared amount of aid which was

collected by the Tax Authorities and confirmed by sentence that is now definitive as regards
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the former ASM on the other hand the Tax Authorities have cancelled the payment

notice/injunction in self-protection having regard to the effective use of the aid and taking

account of the activities carried on at the time outside of competitive context and of the

dividends paid to public sector shareholders during the periods concerned

To conclude as things stand at the moment there is contingent liability with level of

probability that is possible for an amount that cannot be reliably estimated

ACEA S.p.A./AEM now A2A S.p.A

With writ served on August 2006 ACEA S.p.A summoned EDF ElectricitØ de France S.A

and AEM S.p.A now A2A S.p.A to appear before the Rome Court on March 15 2007 to

ascertain whether AEM and EDF and/or their subsidiaries had exceeded the maximum limit

of 30% set by DPCM Prime Ministers Decree of November 2000 for public entities

participation in the share capital of the GenCo Eurogen subsequently merged and now

Edipower thereby carrying out an illicit act that could be considered unfair competition

vis-à-vis ACEA which complied with the said limit in its participation in the share capital of the

GenCo lnterpower Once this had been ascertained ACEA asked for AEM and EDF to be

sentenced to pay compensation for the damages suffered by ACEA as result of the unfair

competition on the part of EDF and AEM and to sell their participations in Edipower so as

to reduce them to the maximum limit of 30% Lastly ACEA asked for AEM and EDF to be

prevented from withdrawing and/or using the electricity in excess of the permitted 30% limit

and for the sentence to be published in the main Italian daily newspapers

The plaintiff has also summoned the following companies though without asking them

specific questions WGRM Holding S.p.A Delmi S.p.A Edipower S.p.A Edison S.p.A AEM

Torino S.p.A ATEL Transalpina di Energia S.r.l Italenergia BIS S.p.A.

In the summonsACEA submitted that in implementation of the Bersani Decree Enel had

to transfer around is00o MW of its own installed power to three distinct GenCos set up

specifically for this purpose These three GenCos are called Eurogen now Edipower

Elettrogen and Interpower The DPCM of November 82000 subsequently laid down that

for period of years the share capital of these GenCos could be held by public entities

including business entities or by Italian or foreign public enterprises to an extent not in excess

of 30%

In March 2002 Eurogen i.e the second GenCo was bought continues ACEA by the

Edipower consortium made up among others by AEM and Edison S.p.A and after its merger

with Edipower it took on the name Edipower

According to ACEA in the case of Edipower the maximum limit of 30% had been amply

exceeded by AEM and EDF both entities that in ACEAs opinion should be considered
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public as EDF is wholly owned by the French State and AEM is controlled bythe Municipality

of Milan According to ACEA the share capital of Edipower suffers from the interference of an

overall public shareholding on the part of AEM and EDF also through their joint control of

Edison S.p.A in excess of the maximum limit of 30% established by the DPCM of November

2000 This situation ACEA adds was also pointed out by the Competition Authority

which issued report on the matter in accordance with articles 21 and 22 of Law 287/1990 Ofl

July 72006

Having said this ACEA also made the point that AEM and EDF were its competitors operating

in the same electricity market emphasising that the fact that AEM and EDF had exceeded the

30% limit for holdings in GenCos also through Edison S.p.A gave
them an illicit competitive

advantage over ACEA which being controlled by the Municipality of Rome had always

complied with its obligations under the DPCM of November 2000 including that regarding

participations in another GenCo This competitive advantage which derives from the fact that

it has higher market share than the law permits was the result of conduct on the part of AEM

and EDF which in ACEAs opinion qualified as unfair competition in accordance with art

2598.3 of the Italian Civil Code or in any case as an illicit act according to art 2043 of the Italian

Civil Code

Lastly ACEA preannounced but for the moment has not proposed requests to the Court for

suitable measures to anticipate the effects of the future sentence

In an autonomous intervention during the court case Endesa Italia S.p.A substantially

reiterated the plaintiffs questions to the defendants However Endesas intervention

statement which was filed at the Milan Court in January 2007 has still not been

communicated or notified to the defendants

On May 42007 the defendants AEM and EDF decided to take legal action together with some

of the other companies mentioned above as co-defendants

To start with AEM raised two objections regarding the jurisdiction and territorial

incompetence of the Rome Court

In this regard AEM maintained above all the lack of foundation of the plaintiffs argument

according to which AEM allegedly had stake in GenCos capital of more than 30% thereby

exceeding the threshold established by the DPCM of November 82000 the DPCM. This

argument does not correspond to the truth because AEM maintained its 16% interest and this

circumstance was not altered by its indirect investment in Edison which is total separate

legal entity from AEM

AEM then affirmed that it was impossible to even imagine violation of the DPCM by AEM as

this decree is not legislative or regulatory in character Given that the DPCM is merely an
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administrative deed not legislative one this explains the effects and provisions that are only

binding on its specific target namely the subject responsible for disposing of the GenCos

Enel and not on any of the other entities taking part in the disposal procedure The Edipower

consortium and in turn its shareholders took on contractual obligations vis-à-vis Enel and

the Ministry and only them but this cannot give rise to violation of the DPCM so there

cannot be grounds for claims on the part of third parties against AEM regarding the provisions

of the decree

AEM did not commit any violation of the competition rules nor any breach of contract as per

art 2043 of the Italian Civil Code as the deed being contested by the plaintiff indirect

acquisition of an investment in Edison in itself does not constitute an illegal act as the shares

were bought on the Stock Exchange at the current market price in accordance with sector

regulations This deed does not in any case constitute an illicit act again the competition rules

also because it did not give rise to competitive advantage for AEM nor to competitive

disadvantage for ACEA In particular AEM has contested the plaintiffs arguments

maintainingthat the change in Edisons shareholder structure did not in any waytranslate into

real competitive advantage nor did it entail any change in its availability of energy resources

deriving from the plants of the GenCo Edipower In fact AEM currently has the same energy

availability in terms of both production and sales that it had at the time that it joined the

Edipower consortium so it is totally wrongto thlk about competitive imbalance caused by the

indirect acquisition of the investment in Edison

As regards the alleged damages suffered by ACEA for which ACEA has claimed compensation

it turns out that the damage to its equity which the plaintiff claims to have suffered cannot be

attributed to AEM even in the abstract as what the plaintiff is complaining about in the end of

the day is that it cannot have higher stakes in the GenCos but it cannot accuse AEM for this

given that it has no responsibility whatsoever for this situation The truth is that the plaintiff is

now claiming illegitimately to pass on to its competitors AEM and EDF the allegedly

damaging effects of the provisions contained in the DPCM In any case the items of damage

mentioned by the counterparty are obviously vague and without any element of proof to back

them up

Lastly AEM has contested ACEAs request to condemn EDF and AEM to sell their investments

to reduce them in total to under the 30% threshold and to prevent AEM and EDF from

withdrawing and/or using the electricity in excess of the permitted 30% limit these requests

are to be considered null and void as the object is excessively generic and vague in any case

they are inadmissible as five
years

have nearly passed from the date of disposal of the GenCo

years being the period that the DPCM applied the 30% limit Once this five year period is

over no illicit situation can exist which means that the case can only revolve around

question of compensation for damages

14
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As for Endesas interventionAEM contested that its appearance was contrary to legal procedure

and therefore inadmissible subordinately it asked the Judge to grant the terms foreseen in

article 163-bis of the Code of Civil Procedure to permit an adequate response adjourning the

first hearing At the first hearing on May 242007 the Judge allowed the defendants to file reply

to the statement made by Endesa AEM filed its reply on October 42007

Proceedings were then adjourned to be discussed at the hearing on October 24 2007 After

this hearing the Judge granted the parties the legal period to deposit their statements in

accordance with article 183.6 of the Code of Civil Procedure and scheduled the next hearing

for June 262008 during which the case was adjourned for discussion on November 2008

On this date the Honorary Judge adjourned the case to March 19 2009 for it to be assigned

definitively to another Judge Note that at the hearing held on March 19 2009 given that no

Judge had been allocated to it the case was adjourned to January 212010 Endesa now E.ON

has decided not to intervene in court in favour of ACEA

Consul Latina S.r.I./BAS S.p.A now AA S.p.A

The purchase of the investment in HISA by BAS was made through local consultant called

Consul Latina Given that the wording of the contract was not totally clear and the fact that

BAS on its own did not buy ioo% of HISA BAS did not pay the fee owing to Consul Latina

which duly sued it for payment in 1998 The lawsuit is still in underway with various procedural

objections some recent such as the fact that on March 2007 all court proceedings after

May 18 2005 were declared null and void for lack of right of attorney This problem was

subsequently resolved

At the appeal EXP 82218 Sentence 3697/3000 of May 92008 Consul Latina c/ BAS S/Sumario

is the sentence in the appeal by Consul Latina to have sentence 3194/3196 overturned the

question relates to the delay with which BAS filed documents in 2008 based on this delay

Consul Latina claims that subsequent court activities should be declared null and void for lack

of legitimacy of the lawyers it is also claiming damages the court refused all of these claims

recognising that ASM took over from BAS

In the appeal EXP 90779 Sentence 5317534 of May 20 2008 HISA c/ Consul Latina c/BAS

S/Terceria is the sentence in the appeal by Consul Latina to impugn decision no.426/428 the

question relates to the lack of legitimacy on the part of De Florlo the lawyer at the hearing

held in August 2005 because of the merger of BAS with ASM The Judge rejected the appeal

On November io 2008 Consul Latina tried to launch new appeal against BAS EXP 095148

Consul Latina c/BAS s/Diligencia Preliminar with which it wanted information regarding

Enerfin S.r.l in liquidation as it wanted to know whether ASM was still shareholderand if it

wanted to sell at what price The lawyer has informed us that the way in which Consul Latina

notified this
request was considered inadequate by the Court
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We have been informed by the lawyer Mr De Florio that according to Consul Latina the

amount payable on May io 2007 was $1872000 calculated on principal of 720000 plus

interest of i% from April 1999 As of that date an offer by ASM to settle the dispute for

400000 would not have been accepted

In more recent communication November 18 2008 the lawyer reiterated that the

coefficient to be applied to the value of the principal to understand the sum due by BAS in the

event of losing the lawsuit was 27.22% he also confirmed that over the last two years the

interest rate applicable to commercial settlements had remained the same at 1.55%

AEEG/ASMS.p.A nowA2A S.p.A

The Authority for Electricity and Gas AEEG with resolutions 306/06307/06308/06309/06

and 310/06 of December 20 2006 fined ASM now absorbed by A2A Cige now ASM Reti

Valgas absorbed byASM Sinergia absorbed byASM Reti and Azienda Services Valtrompia

in connection with the way that the
gas

tariff was built up in the event of customers switching

provider

AEEG fined the companies involved total of 2.1 million euro

The companies hit by these sanctions paid the amount requested in the first half of 2007 as

the Authoritys decision was executed but they appealed to the TAR against the AEEGs lack of

motivation and the iniquity of the fine inflicted compared with the amount charged to

customers for switching

The Lombardy TAR with sentence 323/2008 of January 29 2008 deposited on February 13

2008 agreed with the motivations adopted by AEEG on the legitimacy of the fine but

considered it excessive reducing it for all companies to the legal minimum euro 25822.64

If the TARs decision is definitively confirmed the amount that A2A and the other Group

companies involved could recover amounts to around million euro

Investigation on gas measuring devices

There is nationwide investigation pending at the Public Prosecutors Office in Milan

concerning the way that
gas consumption is accounted for The

investigation involves among

others number of A2A Group companies and some of their directors and managers The

alleged crime is that of fraud as well as other matters As things stand as far as physical

individuals are concerned the preliminary investigations have been completed with the

Public Prosecutor asking on October 2007 for the persons concerned to be committed for

trial During the preliminary hearing on March 23 2009 accepting the request made by the

lawyer Marco De Luca the Judge of the preliminary hearing declared his lack of jurisdiction
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and consequently transmitted the deeds of the case to the Public Prosecutors Office at the

Court of Brescia

As for the legal entities that are under investigation according to Legislative Decree 231/01 to

date the proceedings are still pending at the preliminary stage

A2A/Mr Buzzi

Mr Buzzi sued AEM SpA before the Milan Court Investigating Judge Mr Consolandi R.G

42587/2003 with writ served on May 242001

Mr Buzzi impugned before the Milan Court the resolutions by which the shareholders

meeting approved the financial statements and authorised the sale by AEM to e.Biscom S.p.A

of the 30.8% stake then held by AEM in Fastweb S.p.A at the same time AEM bought

e.Biscoms 33% interest in Metroweb S.p.A and subscribed an issue of bonds

AEM appeared at the hearing on November 192003 filing defence statement

The hearing at which the parties made an appearance was held on April 202004 whereas the

hearing at which the case was debated was held on November 2004 The partiess legal

counsel exchanged statements in accordance with articles 183.5 and 184 of the Code of Civil

Procedure Mr Buzzis counsel asked the Judge to admit evidence from witnesses to request

an expert witnesss report and to order the acquisition of the assessment carried out at the

time by Morgan Stanley on the valuation of Fastweb and Metroweb for the purposes of the

share exchange between e.Biscom and AEM and collateral transactions and Metrowebs

financial statements at December 31 2002 and December 31 2003 AEMs legal counsel

opposed this and at the hearing of February 28 2005 the Investigating Judge dismissed

Mr Buzzis requests Then considering that the case was ready for final decision he set April

42006 as the date for the
hearing at which the conclusions would be heard

With sentence filed on June 2007 the Judge of the Milan Court rejected the plaintiffs

requests sentencing him to pay all of he legal expenses

Mr Buzzi appealed against this decision by the Court with writ served on July 102008 The

first hearing of the appeal was scheduled for December 92008 the hearingforthe statement

of the conclusions has been postponed to April 52011
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Statement of changes in

property plant and equipment

Property plant and equipment Thousands of euro Merger Post-merger Changes durlngtheyear

effect value

01012008 Capital

expenditure

Land 19776 9488 29264 45

Net book

value

12312007 0101 2008 Categoy

changes

Buildings 98529 94761 193290 44156 180

Plant and
machinery 415297 593327 1008624 54331 15364

Industrial and commercial
equipment 2594 1671 4265 483

Other property plant and equipment 9838 6798 16636 3102 194

Landfills

Freely
transferable assets 260183 260183 440 3748

Construction in
progress

and advances
11484 17365 28849 26602 19m

Leasehold improvements 711 713

Leased assets 47087 620 47707

Total property plant and equipment 864790 724741 1589531 129114 245
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Changes during the
year

Disposals
Other

changes

131

Asset

value

Depreciation

Accumulated

depreciation

Total

changes
for

theyear

Historical Accumulated Net book

cost depreciation

1231 2008 1231 2008 1231 2008

86 30170 992 29178

2466 260 39 7.510 39071 290150 82789 232391

2495 1032 922 72371 281 1.560012 556.669 1002343

55 45 1004 467 15291 1492 379S

1872 1110 1077 4180 2789 52 76 8629 13347

46977 42789 366360 149166 217794

1741 8566 37419 37419

3149 2484 6o 525 982 43

1442 1w 56744 10679 44.285

238 5598 4567 3M87 5887 2414643 830999 1583644
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intangible assets

Net book

value

12312007

12872

Intangible assets Thousands of euro

Industrial patents and inteflectual property rights

Merger

effect

0101 2008

2019

Post

mergervalue

01012008

14891

Concessions licences trademarks and similar rights 1533 12534 14067

Goodwill 55480 55480

Assets in
process

of formation 4287 4287

Other intangible assets 446 157 603

Total
intangible

assets 19138 70190 89328
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Capital Category Other Writedowns Amortisation

expenditure changes changes

Total Gross value Amortisation

changes for

theyear

Changes during the year

3127

Net book value iu 31 aoot

4467 5166 242S 46770

Reuidual

value

17219

1030 800 2118 288 32735 199c6 1379

2000 2000 c3430

4470 3072 606 3681

50 93 43 7C31 ii4i

8627 245 2ooo sos 139 357 33c48 8869

29451
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3/a Statement of changes in

investments in subsidiaries

Investments Thousands of euro Book value Changes during the year 2008

1231 2007
Merger effect Increases Decreases

01012008

LONG-TERM FINANCIAL ASSETS

Subsidiaries

AEM ElettricitàS.p.A 568205

AEM Gas S.p.A 643825

AEM Energia SpA 58761

AEM Service S.r.l 12405

A2A Trading S.r.l 99

A2A Calore Servizi SpA 10196

Delmi SpA 935115
-_____________________

Proaris S.r.I 15

EcodecoSr.I 294321 52012

Plurigas SpA 240

A2A Coriance S.a.s 32952

A2A Produzione S.r.I 10

Aprica SpA 91299

Aprica Studi Sri 674

Retragas Sri 30105

Selene S.p.A 1548

Ecofert S.rI 874

Cogas S.p.A 120

Retrasm Sr. 100

Asm Energia Ambiente S.r.l 22645

Abruzzo Energia S.p.A 98429

Energen Sr.

ASM Energy S.r.l 1000

Seasm S.r.l 469

Assoenergia S.p.A 5848

Asm Reti S.p.A 198864

Ostros Energia Sr. 320

Bas 5.1.1 S.p.A 17162

Bas Omniservizi Sri 6460
___________

Bas Corn S.p.A 3802

Bas International S.p.A 20

ASM Calore Servizi S.r.I 10
___________

ASM Servizi S.p.A 64

ASM Elettricità S.r.t 133854

Camuna Energia Sr. 1467

Amsa S.p.A 76945

Total subsidiaries 2522942 692326 84978
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Changes during the year zoo8 Book value of equity

1231 2008
Wrutedowns Other held Equity at Pro quota

changes 1231 2008 amount

____________
568206 100.00% 604397 604397

643828 ioo.oo% 633084 633084

59761 ioo.oo% 83177 83177

12405 ioo.oo% 16545 16545

99 100.00% 120325 120325

10196 ioo.oo% 1557 1557

935115 51.00% 1840706 938760

Ii 6o.oo% 25 15

346333 100.00% 115367 115367

320 6o 70.00% 48440 33908

32.g52 ioo.oo% 32112 32112

ioo.oo%

9.299 99.97% 119172 119136

674 100.00% 1059 1059

30105 87.27% 40142 35032

1548 ioo.oo% 5657 5657

874 47.00% 1958 920

120 ioo.oo% 175 175

100 100.00% 2628 2628

22645 ioo.oo% 30208 30208

98429 89.84% 96170 86399

67.oo%

1000 100.00% 6345 6345

469 67.00% 632 423

5848 97.76% 5152 5037

198864 100.00% 146876 146876

320 8o.oo% 113 90
17162 99.98% 22151 22147

6.460 ioo.oo% 10697 10697

3802 100.00% 1920 1920

20 ioo.oo%
15 15

10 ioo.oo%

64 51.00% 484 247

133854 100.00% 133107 133107

1.467 74.50% 929 692

76945 ioo.oo% 92909 92909

320 3300562 4213976 3280771
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3/b Statement of changes in

investmentsin associates

Associates

Changes during the year 2008

Merger effect Increases

01012008

Ergosud SpA 50541 2500

Ergon Energia
SrI 600

Metamer S.r.l 885

ASM Novara SpA 500

Malpensa Energia Sri 2531

eUtile SpA 268

SET S.p.A 2208

Azienda Servizi Valtrompia SpA 3358

Ge.Si Sri 475

C.te Miacio Sri

CŁ Gas Srifl

Visano Società Trattamento Reflui S.c.a.r.i 10

Serio Energia Sri 400

Giudicarie Gas S.p.A 455

Alagaz SpA

Società Servizi Vaidisotto SpA 2073

Zincar Sri 63

A.G.A.M SpA 24829 6098

Sviiuppo
Turistico Lago dlseo SpA 751 107

Metroweb SpA 11920

Edipower S.p.A 398768

ACSM SpA 23079

Trentino Servizi SpA 51000

AemBonatti S.c.a.r.I in liquidation

Lombardia Gas Trader S.r.i in liquidation 29 29

Piurigas SpA 320

Total associates 463864 111219 2607 6ip
Figures at September 302008

Figures at December 312007

The company has been cancelled from the Register
of Companies during the year

Investments Thousandsofeuro Book value

12312007

LONG-TERM FINANCIAL ASSETS

Decreases
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Changes during the year 2008 Book value of equity

12312008
Wrjtedowns Other held Equity at Pro quota

changes 1231 2008 amount

______________
53041 50.00% 80994 40497

6oo 50.00% 4151 2075

$3 5000% 2619 1310

500 5o.oo% 770 385

2531 49.00% 9062 4440

268 49.00% 4239 2077

2208 49.00% 759 372

3358 48.48% 6966 3377

475 47.50% 3029 1439

45.00% 19

40.74% 30 12

10 40.00% 26 10

400 40.00% 1197 479

455 39.55% 992 392

35.00%

2073 32.52% 8453 2749

63 27.00% 215

18731 24.99% 55817 13949

$8 23.88% 1583 378

11920 23.53% 38319 9016

398768 20.00% 2033895 406779

23079 20.00% 77431 15486

51000 14.48% 296974 43002

320

20 571238 2627540 548291
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3/c Statement of changes in

investmentsin other companies

Name Thousands of euro Shares held Shareholder Book value

at

1231 2008

Financial assets available for sale

Atel Holding AG 6.44% A2AS.p.A SOS534

Infracom SpA i.% A2A S.p.A 2On

S.p.A Immobiliare-Fiera di Brescia 9.44% A2A S.p.A

Autostrade Lombarde SpA 2.50% A2A S.p.A 2.484

S.p.A Autostrade Centropadane 1.63% A2A S.p.A

E.M.t.T S.p.A io.oo% A2A SpA .2.17

ASM S.p.A Sondrio 3.99% A2A SpA 874

Other

Consorzio DIX.IT in liquidation

Brescia Mobilità S.p.A

Secoval S.r.l

Hera S.p.A

Bergamo Energia S.p.A

AQM SrI

CESI SpA

Isfor 2000 S.c.p.A

INN.TEC S.r.l

Brixia Expo-Fiera di Brescia S.p.A

Emittenti Titoli S.pA

Livo S.r.l

Stradivaria S.p.A

Liro S.r.l

-I

Fusio S.r.l

Consorzio Milanosistema in liquidation

Consorzio L.E.A.P

Banca di Credito Cooperativo di Calcio Covo Società

Cooperativa
____________

AvioValtellina S.p.A

A.C.B Servizi S.r.l
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Statement cf changee in investments in other co genies

Name Thousands of euro Shares held Shareholder Book value

at

1231 2008

Cramer S.c.r.l

Consorzio Intellimech

Tre VaII SpA

Gal Garda Valsabbia S.c.a.ri

Total other 3431

Total financial assets available for sale 518068

Investments held for sale

EON Produzione SpA formerly Endesa Italia SpA 48296

29



Separate Financial Statements Year 2008

4/a List of investments

in subsidiaries

Company Thousandsofeuro Registered office Currency Share

capital at

1231 2008

Subsidiaries

AEM Elettricità S.p.A Milan Euro 520000

AEM Gas Sp.A Milan Euro 572000

AEM Energia SpA Milan Euro 104

AEM Service S.r.l Milan Euro 12405

A2A Trading S.rl Milan Euro 99

A2ACaloreServiziS.r.l Milan Euro 1800

Delmi SpA Milan Euro 1466868

ProarisS.r.l Milan Euro

Ecodeco Sr.l Milan Euro 7469

Plurigas SpA Milan Euro 8oo

Asm Reti SpA Brescia Euro 103051

Asm Distribuzione Elettricità Sri Brescia Euro 133854

Bas Sli S.p.A Bergarno Euro 17166

Bas Omniservizi 5.r.l Bergamo Euro 6460

Retrasm Sr.l Brescia Euro ioo

Asm Energy S.r.l Brescia Euro iooo

AmsaS.p.A Milan Euro 52179

Selene S.p.A Brescia Euro 1549

Retragas S.ri Brescia Euro 34495

Abruzzo Energia SpA San Salvo Ch Euro 130000

AsmeaS.r.l Brescia Euro 22497

ApricaS.p.A Brescia Euro 88470

Aprica Studi S.r.l Brescia Euro 275

Ecofert S.r.l Gervasio Bresciano Euro 1808

CogasS.p.A Brescia Euro 120

Energen S.r.l Brescia Euro 10

Seasm S.r.l Brescia Euro 700

AssoenergiaS.p.A Brescia Euro 126

Ostros Energia S.rJ Brescia Euro 350

Bas Corn SpA Bergarno Euro 2322

Bas International S.p.A Bergamo Euro 20

ASM Calore Servizi S.p.A Brescia Euro io

ASM Servizi SpA Brescia Euro 500

Carnuna Energia Sri Cedegolo Bs Euro 900

A2A Coriance S.a.s Noisy Le Grand France Euro 32562

A2A Produzione 5.r.l Brescia Euro 10
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of nvcstnrents subsc1aies

Equity at Result at held Pro quota Book value Difference

1231 2008 1231 2008 amount

ab

604397 25689 100% 604397 568206 36191

633084 13857 ioo% 633084 643828 lo744

83177 14850 ioo% 83177 58761 24416

16545 3498 ioo% 16545 12405 4140

120325 96825 100% 120325 99 120226

1557 1601 ioo% 1557 10196 8639

1840706 1176 51% 938760 935115 3645

25 36 6o% is 11 26
115367 19267 ioo% 115367 346333 230966

48440 18465 70.00% 33908 56o 33348

146876 2062 100% 146876 198864 51988

133107 748 ioo% 133107 133854 74
22151 2465 99.98% 22147 17162 4985

10697 1163 ioo% 10697 6460 4237

2628 1158 ioo% 2628 100 2528

6345 4728 ioo% 6345 1000 5345

92909 17786 100% 92909 76945 15964

5657 2922 ioo% 5657 1548 4109

40142 2317 87.27% 35032 30105 4927

96170 2635 89.84% 86399 98429 12030

30208 4340 ioo% 30208 22645 7563

119172 26300 99.97% 119136 91299 27837

1059 535 ioo% i0 674 385

1958 ig 47% 920 874 46

175 18 ioo%
175

120 55

67%

632 6% 423 469 46

5152 142 97.76% 5037 5848 811

113 363 8o% 90 320 410

1920 126 ioo% 1920 3802 1882

15 ioo% 15 20

ioo% 10

484 16 i% 247 64 183

929 21 74.50% 692 1467 775

32112 100% 32112 32952 840

loo% 10
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4/b List of investmentsin

associates

Company Thousands of euro Registered office Currency Share

capital at

1231 2008

ACSM S.p.A Milan Euro 46871

AGAM Monza SpA Monza Mi Euro 46482

AIaga2 SpA St Petersburg Euro 22

Russian_Fed

ASM Novara S.p.A Brescia Euro 1000

Azienda Servizi Valtrompia S.p.A Gardone Val Euro 6ooo

Trompia Bs

CŁ Gas Sri 2007 Cernusco
s/Naviglio Mi Euro io

Cte Mincio S.r.l Ponti sul Mincio Mn Euro 11

Edipower S.p.A Milan Euro 1441300

Ergon Energia S.r.l Brescia Euro 6oo

Ergosud S.p.A Roma Euro 81448

e-Utile S.p.A Milan Euro 1000

Ge.Si S.r.l Brescia Euro iooo

Giudicarie Gas SpA Tione di Trento Tn Euro 1060

Malpensa Energia S.r.l Segrate Mi Euro 5200

Metamer 5.ri San Salvo Cl Euro 65o

Metroweb S.p.A Milan Euro 20180

Serio Energia S.ri Concordia sulla Euro iooo
Secchia Mo

SET S.p.A Toscolano Maderno Bs Euro 104

Società Servizi Valdisotto S.p.A Valdisotto So Euro 6420

Sviluppo Turistico Lago dIseo S.p.A Iseo Bs Euro 1194

Trentino Servizi S.p.A Rovereto Tn Euro 224790

Visano Societàlrattamento Reflui S.c.a.r.l Brescia Euro 25

Zincar S.r.l in liquidation Milan Euro ioo

Figures at September 302008

Figures at December31 2007
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Lkt afrvestmentsasodate

Equity at Result at held Pro quota Book value Difference

1231 2008 1231 2008 amount

ab
77431 179 20.00% 15486 23079 7593

55817 1308 24.99% 13949 18731 4782

3500%

po 207 50.00% 385 500 ii
6966 55 48.48% 3377 3358 19

30 40.74% 12 11

19 45.00%

2033895 1349 20.00% 406779 398768 8oii

4151 2171 5o.oo% 2075 600 1475

80994 0.4 50.00% 40497 53041 12544

4239 1312 49.00% 2077 268 1809

3029 894 47.50% 1439 475 964

992 108 39.55% 392 455 63

9062 934 49.00% 4440 2531 1909

2619 446 5o.oo% 1310 885 425

38319 3622 23.53% 9016 11920 2904

1197 137 40.00% 479 400 79

759 130 49.00% 372 2208 1836

8453 498 32.52% 2749 2073 676

1583 378 23.88% 378 858 480

296974 15960 14.48% 43002 51000 7998

26 40.00% 10 10

215 472 27.00% 58 63
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Schedule of relevant

investmentspursuant to

article 126 of CONSOB Resolution

no.11971 of May14 1999

Name
Registered office of voting How held Company that holds

capital held the investment

directly

A2A Beta Sri Milan ioo.oo% Owned A2A Alfa Sri

ASM Distribuzione Elettridtà Sri Brescia ioo.oo% Owned A2A SpA

ASM Reti SpA Brescia ioo.oo% Owned A2A SpA

AMSA SpA Milan ioooo% Owned A2A SpA

ASMEA Sri Brescia ioo.oo% Owned A2A SpA

BAS Power Sri Bergamo ioo.oo% Owned Aprica SpA

AEM Service Sri Milan ioooo% Owned A2A SpA

BAS Omniservizi Sri Bergarno oo.oo% Owned A2A SpA

BAS.COM SpA Bergarno ioo.oo% Owned AA SpA

A2A Calore Servizi Sri Milan ioo.oo% Owned AA SpA

Selene SpA Brescia ioo.oo% Owned A2A SpA

ASM EnergyS.r.l Brescix ioo.oo% Owned A2A SpA

Tidonenergie Sri Piacenza 100.00% Owned ASMEA Sri

ApricaStudi Sri Brescia ioo.oo% Owned A2AS.p.A

AMSADUE Sri Milan ioo.oo% Owned AMSA SpA

AMSATRE Sri Milan ioo.oo% Owned AMSA SpA

Itradeplace SpA Brenda ioo.oo% Owned Selene SpA

COGAS SpA Corn pagnia del Gas

Aitoatesina Brenda ioo.oo% Owned AA SpA

RETRASMS.r.l Brescia ioo.oo% Owned A2ASp.A

A2A
Trading

Sri Milan 100.00% Owned AzA SpA

BAS International Sri
Bergarno 100.00% Owned A2A SpA

ASM Calore Servizi Sri Brescia 100.00% Owned A2A SpA

Fertilvita Sri Milan ioo.oo% Owned Ecodeco Sri

Sistema Ecodeco UK Ltd
Canvey

Island Essex UK ioo.oo% Owned Ecodeco Sri

Ecodeco Hellas S.A Atene Greece ioo.oo% Owned Ecodeco Sri

AmicaBiellaS.rI CavagliàBi ioo.oo% Owned
FertiivitaS.r.i.34.77%

Ecodeco SrI 17.05%

Cavagiià SpA 48.18%

Cavagiià SpA Milan ioo.oo% Owned Fertilvita Sri



Company that holds

the investment

directly

Owned Fertilvita S.rJ 51%

Ecodeco SrI 25%

Cavaglià SpA

Separate Financial Statements Year 2008

Schedule of reevant investments pursuant to article 126 ofCCNSOB
Resolution no.11971 cM May14 1999

How heldName Registered office %of voting

capital held

Amica Villafalietto Sri
Cavagiià Bi 100.00%

Ecoair Sri Milan ioo.oo% Owned Ecodeco Sri

AEM Gas SpA Milan ioo.oo% Owned A2A SpA

AEM Elettricità SpA Milan 10000% Owned A2AS.pA

AEM Energia SpA Milan 10000% Owned A2A SpA

A2A Produzione Sri Brenda ioo.oo% Owned A2AS.p.A

BAS S.l.I SpA Bergamo 99.9896 Owned A2A SpA

Aprica SpA Brescia
99.97% Owned AiA SpA

Nicosiambiente Sri Milan 98.90% Owned Cavaglià SpA 96.9o%

Ecodeco SrI 2%

Vespia Sri Turin 98.90% Owned Cavaglià SpA

Assoenergia SpA in liquidation
Brescia

97.76% Owned A2A SpA

Sicura Sri Milan 96.80% Owned Fertilvita Sri

EcodecoS.r.l Milan ioo.oo% Owned A2AS.p.A

Ecolonibardia 18 SrI Milan 91.6796 Owned Ecodeco Sri

Abruoenergia SpA San Salvo Ch 89.84% Owned A2A SpA

Retragas
Sri Brenda 91.60% Owned A2A SpA 8727%

ASM Peti SpA 4.33%

Montichiarianibiente5.p.A Brescia 80.00% Owned
ApricaS.p.A

Ostros
Energia

Sri Brescia 8o.oo% Owned A2A SpA

Cannuna
Energia Sri Cedegolo Bs 74.50% Owned AlA

S.p.A

Piurigas SpA Milan 70.00% Owned AlA S.p.A

A.S.R.A.B S.p.A BieVa 69.00% Owned
Cavagha SpA

Ecolombardia4S.p.A Milan
68.56%

Owned EcodecoS.r.l

SEASM Sri Brescia 67.00% Owned AlA SpA

Energen S.r.i Brescia 67.00% Owned AlA SpA

Proaris Sri Milan 60.00% Owned AlA SpA

Deimi SpA Milan 51.00% Owned AlA SpA

ASM Servizi SpA Brescia i.oo% Owned AZA SpA

Transalpina
di

Energia
Sri Milan o.oo% Owned Deimi S.p.A

Ergosud SpA Roma 5o.oo% Owned A2A SpA

Ergon Energia Sri Brenda 5o.oo% Owned AlA SpA

Metamer Sri San Salvo Ch 5o.oo% Owned AlA SpA

ASM Novara SpA Brenda o.oo% Owned AlA SpA

Bergamo Servizi Sri Sarriico 8g o.oo% Owned
Aprica SpA
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Schedule of reevant invesrr eEt ursuant to iotcie 126 oFCONSOB
Resou1 iri no 11971 It My 14 1999

Name Registered office of voting How held Company that holds

capital held the investment

directly

SED Sri Robassomero To 5o.oo% Owned Ecodeco Sri

Bergamo Pulita Sri Berganio 5000% Owned Ecodeco Sri

Biotecnica Sri in liquidation Varese o.oo% Owned Ecodeco Sri

Beilisohna Sri Montanaso so.oo% Owned Fertilvita Sri

Lombardo Lo

Maipensa Energia Sri Milan 49.00% Owned A2A SpA

SET SpA Toscolano Maderno Bs 49.00% Owned A2A SpA

e-Utile SpA Milan 49.00% Owned A2A SpA

AziendaServizi Vaitrompia SpA GardoneVT Bs 48.86% Owned A2A SpA 48.48%

ASM Reti SpA 0.38%

Ge.Si.S.r.l Brescia 47.50%
Owned

A2AS.p..A

Ecofert Sri Gervasio 47.00% Owned A2A SpA
Bresciano Bs

Cte Mincio Sri Ponti s/Mincio Mn 45.00% Owned A2A SpA

CŁ Gas Sri Cernusco
s/Navigho Mi 4o.74% Owned A2A SpA

Serio Energia
Sri Concordia s/Secchia 40.00% Owned A2A SpA

Mo

Visano Soc Trattamento Refiui S.c.a.r.i Brescia 40.00% Owned A2A SpA

Giudicarie Gas SpA Tione Tn 39.55% Owned A2A SpA

Alagaz SpA San Pietroburgo 35.00% Owned A2A SpA

Federaz Russa

LumEnergia SpA Lumezzane Bs 33.33% Owned ASMEA Sri

Coges S.p.A Bassano Bresciano Bs 32.70% Owned Aprica SpA

Societ Servizi Vaidisotto SpA Vaidisotto So 32.52% Owned A2AS.p.A

A2A Aifa Sri Milan 70.00% Owned A2A
Trading

Sri

Zincar Sri in liquidation
Milan 27.00% Owned A2A SpA

Tecnoacque Cusio SpA Omegna Vb 25.00% Owned
Cavagiià S.p.A

Old River Ranch S.c.a.r.i in liquidation Reggio
Emiha 25.00% Owned Ecodeco Sri

A.G.A.M SpA Monza Mb 24.99% Owned A2A SpA

SviiuppoTuristico Lago diseo S.p.A iseo Bs 23.88% Owned A2A SpA

MetrowebS.p.A Miian 23.53% Owned A2AS.p.A

EON Produzione SpA Rome 20.00% Owned A2A SpA

formerly Endesa Italia SpA

EdipowerS.p.A
Miian 20.00% Owned A2AS.pA

Utilia SpA Rimini 20.00% Owned Aem Service Sri

FusioS.r.i PertkaAltaBs 19.00% Owned A2AS.p.A

36



How held Company that holds

the investment

directly

Separate Financial Statements Year 2008

Schedule re1evant investments pursuant to article 126 ofCONSOB
Resolution no.11971 May14 1999

Name
Registered

office %of
voting

capital held

Trentino Servizi SpA Rovereto Th 14.48% Owned A2A SpA

INNTEC Sri Brenda 10.89% Owned A2A SpA

A2A Coriance San
Noisy-le-Grand France 98.08% Owned A2A SpA

Coriance San
Noisy-le-Grand France 100.00% Owned A2A Coriance San

Andrezieux Boutheon Energie AndrØzieua-BouthØon ioo.oo% Owned Coriance S.a.s

Services S.a.s Cedex France

Aulnay Energie Services San
Aulnay-sous-Bois ioo.oo% Owned Coriance S.a.s

France

Blanc Mesnil Energie Services San Le Blanc Mesnil France ioo.oo% Owned Coriance San

Cab Rem S.a.s Manosque France ioo.oo% Owned Coriance S.a.s

Castres Energie Services Sax Castres France 100.00% Owned Coriance S.a.s

Chellen Chaleur S.a.s Chelles France ioo.oo% Owned Coriance San

Drome Energie Services San Pierrelatte France ioo.oo% Owned Coriance San

Eneriance San Toulouse France ioo.oo% Owned Coriance San

Energie Meaux San Meaux France 100.00% Owned Coriance San

Len Mureaux Energie Services San Len Mureaux France ioo.oo% Owned Coriance San

Mebois-Montroad Bois Energie San Montrond-len-Bains ioo.oo% Owned Coriance San

France

Bbs
Energie

Services S.a.s Ris Orangis France ioo.oo% Owned Coriance S.a.s

Services Energie Labruguiere San Labruguiere France ioo.oo% Owned Coriance San

Societe Thermique de La Doua San Villeurbanne France ioo.oo% Owned Coriance San

Societe Thermique de Salon de Salon-de-Provence 49.80% Owned Coriance San

Provence S.A France

Societe Thermique de Villiers Le Bel/ Villiers-le-Bel France ioo.oo% Owned Coriance S.a.s

Gonesse S.a.s

SOFREDITH SociØtØ Fresnoise de Fresnen France 50.98% Owned Coriance San

Distribution Thermique S.A

Stade Energie San
Noisy-le-Grand France 5o.oo% Owned Coriance San

Coge Sante Lille Gie Saint-And rŁ-Lez-Lille 34.00% Owned Coriance San

France

Gennedith 5.A Puteaux France 26.00% Owned Coriance S.a.s

Societe Thermique de Laval Saint Laval France 25.00% Owned Coriance S.a.s

NicolasS.A

Via Confort San Saint-Etienne France 49.00% Owned Coriance S.as
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Key figures of the financial

statements of the main

subsidiaries and associates

prepared in accordance

with IAS/IFRS

as per article 2429.4 of the Italian Civil Code

%holdingl A2AS.p.A 10000% A2AS.p.A roooo% A2AS.p.A 99.98% AZAS.p.A roo.oo% A2AS.p.A ioo.oo%

Description Thousands ofeuro 123108 12 3107 123108 123107 123108 123107 1231
uS 12 3107 1231

uS
123107

Revenues .35330 47705 79.14 221423 23840 .633 77300 5251 5304

Gross profit from operations 17174 21896 2593 $2211 7198 63 2138 2122 2257

Net profit from operations 54f4 10899 4112 4929 .8.13 573 .654 1592

Profit beforetao 4451 11539 1311 4.4911 5350 2155 1157 76 1363

Net
profitlossfortheyear 5887 728 2.465 2774 1.09 163 148 993

Assets 99.90 226725 359.075 42705 43288 0.250 66262 17489

Liabilities
43.025 76611 225 97 20.451 21102 40.553 565 097.0 14959

Equity 146376 150114 33.107 2214 22186 13.697 9.685 2623 2530

Netfinancialposition 13.686 27971 711.90 5262 8809 664 8760 27091 33o5

ASSOCIATES

Share sociale

SUBSIDIARY ASM Reti SpA

Sharesociale Euro 103050.500 Euro 133854260

ASM Distribuziose

Elettridt9Sr.l

BAS SIt S.p.A BAS Onniservizi SrI RETRASM Sri

Euro 17166000 Euro 6460000 Euro loo00o

The company presented financial statements for the first time at December 312008

Ergon Energia Sri Metamer Sri

Euro 600000 Esro 650000

124.56 SrI ACSM S.p.A

Earn ioooooo Euro 46871000

%holding A2AS.p.A o.oo% A2AS.p.A 5o.oo% A2AS.p.A 47.50% A2AS.p.A 20.00%

Description Thousands of ears 123108 123107 123108 123107 123100 123107 123108 123107

Revenues 922.321 1033186 24169 20863 622 5045 25063 40239

Grossprofitfromoperations 0212 8332 417 299 746 1129 5.141 13054

Net profitfrom operations 5.459 6694 155 274 7398 864 9112 5187

Profit before tax 4.432 4968 j4 .163 872 29 5044

Netprofitlossfortheyear 2.7 3080 2414 290 .994 489 179 3522

Assets 21723 224242 11233 8760 6730 5038 -3o830 198153

Liabilities 22362 219262 86 6387 4701 2663 22517 118323

Equity 45 4980 2.65 2373 3.029 2375 77.47 79830

Net financial position ooooS 72688 4.164 2498 68 179 566.19 50290
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Key figures of the finanmal statements of the main subsdiar95 and

a2500oates prepared accordance wth ASIIFRS

ASMEnergyS.rJ AMSAS.p.A Seleoes.p.A Rotraguss.r4 AbruzzoEnergiaS.p.A ASMEASri Apricas.p.A

Euro oooooo Euro 52178730 Euro 1549371 Euro 34494650 Euro 130000Poo Euro
22497000 Euro 88469650

A2AS.p.A 100.00% AOAS.pA 100.00% A2AS.p.A ioo.oo%
A2AS.p.A 87.27% A2AS.p 89.84% A2AS.p.A ioo.oo% A2AS.p.A 99.97%

ASM RET SpA 4.33%

123108 123107 12 3108 123107 123108 123107 123108 12 3107 123108 123107 123108 123107 123108 123107

43592 167957 366439 28388 24.224 24013 7044 5905 95.509 2179 6t60 792464 39334 36405

986 11498 64603 3600 6m 6321 003 3829 3769 1950 8.121 9424 5329

695 11495 34.469 1426 4607 5221 3134 2205 ii 1962 .022 4999 3190 3653

435 11917 40414 857 4628 4734 3299 2.355 1962 .833 7430 39314 3903

4740 7628 17766 1228 2.921 2392 297 1.517 2435 1962 4340 4205 36321 2186

473S 175551 37953 401.651 16644 22702 42.999 40860 359.479 289729 3422.19 399445 236963 211.431

40.973 166307 286.6o 325.898 0957 17967 2757 1621 212309 191389 9224 369677 931 116559

63 9244 93353 75753 5657 4735 40112 39239 9670 98340 30.203 29768 119172 94872

4.769 29288 6.395 64086 906 5041 2936 3376 188393 175417 18602
92204 66o2 46397
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SUBSIDIARY

Separate Financial Statements Year 2008

Key figures of the financial

statements of the main

subsidiaries and associates

prepared in accordance with

ITALIAN GAAP

as per article 2429.4 of the Italian Civil Code

The company presented financial statements for the first time at December 312008

AtM Elettricith SpA AoA Trading Sri

Euro 520000000Sharecapital Euro 99000

%holding AOAS.p.A 100.00% AOAS.p.A ioo.oo%

Description-Thousandsofeuro 123100 123107 123108 123107

Turnover o38 589.521 32 dl 5855323

Grossprofitfromoperations 47095 93043 8280 146831

ProEt from operations 20644 93.152 146549

Profitbeforetae 12.113 11520 96176 148980

Netprofitloosfortheyear s.66 3693 iii.125 91.668

Assets 10o 1708992 772219 489774

Liabilities 541316 527.284 657195 385674

Equity 104397 581708 221325 103.500

Netfinancial
position 21103 239886 3%0o9 18.4541

ASSOCIATES Giadkarie Gao S.p.A e-Utile SpA

Share capital Euro 1060000 Euro 1oooooo

%holding AOAS.p.A 39.55% A2AS.p.A 49.00%

Deucription Thousands ofeuro 123108 123107 1231 08
123107

Turnover .231 151 8.115 29384

Gross profit from operations 83 83 256.1 2.993

Profitfrom operations 73 147 2.730 2551

Profit bef ore tax
293 .1.755 2720

Net profit lousfortheyear 173 .30 1133

Assets
7.379 4346 28.230 24091

Liabilities 296 3246 241 20764

Equity 992 1100 4.239 3927

Net financial position 2.88 7783
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Key figures of the fnancia statenrents the main subsidiaries and

assocIates prepared aceorcance wIth ITALIAN GAAP

Demis.p.A AEMGOSS.p.A A2ACOIOru AEMEnorgiaS.p.A AEMServicoS.rJ PlurigasSp.A EcodecoSjj

8Servizi Sri

Euro 1466868500 Euro 572000000 Euro r8ooooo Euro 104000 Euro 12405294 Euro 8ooooo Euro 7468560

A2AS.p.A 51.oo% A2AS.pA roo.oo% A2AS.p.A ioo.oo% A2AS.pA 100.00% AoAS.p.A 100.00% A2AS.p.A 70.00% A2AS.pA roc.oo%

123108 123107 123108 123107 123108 123107 123108 123107 1231
o9

123107 123108 123107 1031 o8 123107

23.64 124332 23.250 105546 .212.477 709061 35.537 31704 .391.03 1003071 24345 63402

io73 roso srs 67207 375 igi6 23730 25690 7.333 5482 21123 40044 792 8332

cy3 o6o 4135 1711 o6 150 03212 16313 4.971 2632 71.517 38269 7310 5289

.442 27989 15353 398 655i 281 2266 16512 .399 3.086 29.799 33386 21.63 16676

173 27.477 39577 520 6or 1.oo9 4.950 8192 3.496 1124 5405 20703 94.97 14145

.8o0 1870680 778699 799272 79090 83207 463.463 280386 4099 30445 415.404 340941 169299 215.153

595 5150 145.65 152331 73.523 80049 379176 207059 22.634 17397 3711964 298966 73.932 107053

.770701 1865530 633.064 64641 957 3158 83177 73327 6.945 13048 69.340 41975 5.367 1o8ico

c96 19324 36.7491 3g7 2.341 86o 509441 65o8i 2329 14796 191.9139 161072 427 32976

ASU Novara SpA Centrale Termica SocietàServizi Edipowor SpA Ergosud SpA Trelllino Servizi S.p.A MotruwebS.p.A

dul Miico Sr. Vajdisotto SpA

Euro ioooooo Euro 11000 Euro 6420000 Euro 1441300000 Euro 81448000 Euro 224790000 Euro 20180

6285.p.A 50.00% A2AS.p.A 45.00% A2AS.p.A 32.52% A2AS.p.A aooo% A2AS.p.A o.oo% A2AS.p.A 14.48% A2AS.p.A 23.53%

123108 123107 123108 123107 123108 123107 123108 123107 123108 123107 123108 123107 123108 123107

2277 2752 2254 354.262 1200373 13 120577 45.00 40909

226 24 31 639 830 394.332 394289 257 29782 94978 30.971

327 26 23 576 74.89 125715 708 13235 22966 19293

2941 22 773 756 33.867 14431 623 19013 327 3277

207 22 12 .tg8 43 719 2428 454 13601 3522 294

2.99 1007 21 21 10.561 10194 4.398.228 4423147 350360 463840 37795 299234

212 29 2108 1723 2.324.332 2387.913 269366 66866 272.476 264612

770 978 20 8.493 8471 2033.325 2035.234 80994 296974 13919 34.622

20 .533746 1728625
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Certification of the financial

statements pursuant to

article 154-bIs para of

Legislative Decree 58/98

The undersigned Giuliano Zuccoli in the name and on behalf of the entire Board of

Management of A2A S.p.A and Paolo Rundeddu as the Manager in charge of preparing

accounting documents of A2A S.p.A certify the following taking into account the

provisions of article 14-bis paras and of Decree 58 of February 241998

the adequacy in relation to the characteristics of the business and

the effective application

of the administrative and accounting procedures for the preparation of the financial

statements during the course of 2008

We also certify that

2.1 the financial statements

have been prepared in accordance with the applicable International Financial

Reporting Standards approved by the European Community pursuant to EC

Regulation 1606/2002 of the European Parliament and Council ofJuly 192002

agree with the balances on the books of account and accounting entries

are able to give true and fair view of the assets and liabilities results and financial

position of the company

2.2 the report on operations contains reliable analysis of trends and results as well as of

the issuers situation together with description of the main risks and uncertainties to

which it is exposed

Milan March 252009

Giuliano Zuccoli Paolo Rundeddu

for The Management Board Manager in charge of preparing

accounting documents
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Independent Auditors Report

PRICEWATERHOU5E3DPERSII

PricewaterhouoeCoupe SpA

AUDITORS REPORT IN ACCORDANCE WITH ARTICLE 156 OF LAW
DECREE NO 58 DATED 24 FEBRUARY 1998

To the shareholders of

A2A SpA

We have audited the financial statements of A2A SpA as of 31 December

2008 comprising the balance sheet income statement statement of

changes in shareholders equity cashflow statement and related notes

These financial statements are the responsibility of A2As directors Our

responsibility is to express an opinion on these financial statements based

on our audit

We conducted our audit in accordance with the auditing standards and

criteria recommended by CONSOB Those standards and criteria require

that we plan and perform the audit to obtain the necessary assurance about

whether the financial statements are free of material misstatement and

taken as whole are presented fairly An audit includes examining on

test basis evidence supporting the amounts and disclosures in the financial

statements An audit also includes assessing the accounting principles

used and significant estimates made by the directors We believe that our

audit provides reasonable basis for our opinion

For the opinion on the financial statements of the prior period which are

presented for comparative purposes as required by law reference is made

to our report dated 10 April 2008

In our opinion the financial statements of A2A SpA as of 31 December

2008 comply with the International Financial Reporting Standards as

adopted by the European Union as well as with the regulations issued to

implement article of Legislative Decree No 38/2005 accordingly they

have been drawn up clearly and give true and fair view of the financial

position results of operations changes in shareholders equity and

cashflows of A2A SpA for the year then ended

Side legal. aeminhs6etiva Milano 20149 Vii Moot Rn. 911.1 0277851 Faa 027755240 Cep Soc 3.754.40000 Erco l.a CF P.IVA

Rug Imp MIlano 12979880155 lcdtla .1 43 delrMbo Consob AIVi UfIlci Bell 70124 Via Doll Luigi Guenella 17 Tel

0806840211 Baloga 40122 Vi dclii L.e 111 Tel 061628811 Br..oia 25123 Via 8o.o P1.54 VSihrer23 Tel 0303897601

Flreue50121 Vale Gaineci 15 Tel 0602462811 Onova 16121 Piazza Dante Tel 01029041 N.potl 60121 Piazza del

Melt/ri 30 1.1.08136181 Padova 35138 Vii Vlceaza Tel 049873481 P.lenno 90141 VIa March. Ugo 601.1 091349737

Pan.a43100 Vial Tanaa 20/A Tel 0521242948 Ron.a 00154 L.rgo Fochelti 29 Tel 06570251 1cR. 10129 Cc Monlsascchio

37 Tel 011556771 Ir.nto 38100 Vi Grazioll 73 Tel 0461237004- Tr.ol.c 31 100 yule Felissent 90 11 0422696911 Ideate 34125 Vii

Cesare B.ttusti 16 Tel 0403460781 Udlne33lOO Vii Poeco8e 431.1.043225789Verona 37122Cor.o Port Nuova 125 1.1.0458002561
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lncepdet 1uc..o- 1pt

PRICE VATERHOUSEJ3PEPS

The preparation of the report on operations as provided for by the law and

applicable regulations is the responsibility of the directors of A2A SpA Our

responsibility is to express an opinion on the consistency of the report on

operations with the financial statements as required by article 156

paragraph 4-bis letter of Legislative Decree No.58/98 Tothis end we

have performed the procedures required under Auditing Standard No 001

issued by the Italian accounting profession Consiglio Nazionale dei Dottori

Commercialisti degli Esperti Contabil and recommended by CONSOB
In our opinion the report on operations is consistent with the financial

statements of A2A SpA as of 31 December 2008

Milan 10 April 2009

PricewaterhouseCoopers SpA

Marco Sala

Partner

This report has been translated from the original which was issued in accordance with

Italian legislation
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Pro-forma

figures of the

AZA Group at

1231 2007

Restated

Months 12

Income statement figures Millions of euro

Total revenues

Gross profitfrom operations 013

Net profit from operations 684

Net profit for theyear pertaining to the Group and minority interests 603

Net profit for the year pertaining to the Group 52

Balance sheet figures Millions of euro

Net capital employed 8054

Equity 4705

of which

of the Group 3880

of minority interests 825

Net debt

Indicators per share In euro

Net profit of the Group per share o.i66

Consolidated equity of the Group per share 1248

Number of shares used

ordinarysharesissued 32905277

Pro-forma net debt includes payment of the
extraordinary

dividends of 85 million euro
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Summary of pro ror ma fgures resuitod at Decenber 2007

As can be seen from the pro-forma figures restated at December 312007 that follow the A2A

Group is showing total assets of 10926 million euro and equity of 4705 million euro of which

3880 million euro pertaining to the Group and 825 million euro pertaining to minority

interests

As regards the main pro-forma income statement aggregates restated for 2007 the A2A

Group is showing total revenues of 5175 million euro and gross profit from operations of

1013 million euro

The pro-forma aggregate net profit after tax amounts to 521 million euro

Pro-forma net debt at December 312007 amounts to 3349 million euro

March 252009

The Management Board
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This document shows the pro-forma consolidated balance sheet and income statement at

December 312007 the Pro-Forma Figures of the A2A Group restated at December 2007

and published on March 2009

The Pro-Forma Figures of the A2A Group have been prepared in order to give shareholders

stakeholders and the financial market in general better perception of the size of the A2A

Group in terms of its earnings assets and liabilities and financial position following its

creation by combining the three historical components the AEM Group the ASM Brescia

Group and the AMSA Holding Group

On March 27 2008 A2A S.p.A published the document Pro-Forma 2007 Figures of the A2A

Group approved by the Management Board on the same date

As result of the change in accounting policy for investments under joint control starting

from January 2008 the Pro-Forma Figures of the A2A Group at December 31 2007 were

restated and published on May14 2008 hereafter the Pro-Forma Figures of the A2A Group

at December 2007 restated and published on May 142008

Because of the effect of the reclassification of the investment in E.ON Produzione S.p.A

formerly Endesa Italia S.p.A from Gains and losses on valuation of investments at equity to

Net result from non-current assets held for sale in accordance with IFRS the A2A Groups

pro-forma figures at December 31 2007 have been restated an published on May 14 2008

have been updated and changed

For more information please read the following paragraphs in the document A2A Groups

pro-forma figures restated at December 312007 and published on May 142008

basic hypothesis accounting principles and assumptions underlying

the preparation of the pro-forma consolidated financial statements

method of
accounting

for the AEM/AMSA merger

method of accounting for the AEM/ASM merger

in the method of consolidation for investments under joint control joint ventures and

restatement of the pro-forma consolidated figures at December 312007

See http.a aegrupp xport/sites/defauItainvestor/financiaI statements and reports/documents/proiorma3lO3OB.pdf

-7
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Pro-forma consolidated

balance sheet restated

at December 312007

The following table summarises the changes to the document A2A Groups pro-forma

figures restated at December 31 2007 and published on May 14 2008 to take into account

the reclassification of the investments in E.ON Produzione S.p.A formerly Endesa ltalia

S.p.A.

Millions of euro Pro-forma Effects Pro-forma Non-current Consolidated

consolidated of the change consolidated assets held balance

balance maccounting balance for sale sheet

sheet of policy sheet of pro-forma

A2A at A2A at A2A at

1231 2007 1231 2007 1231 2007

Restated Restated

ASSETS

Non-current assets

Property plant and equipment 8585 4708 3877 3877

Intangible assets 2927 2387 540 540

Investments valued at equity 916 2405 3321 721 2600

Other non-current financial assets 690 154 536 536

Deferred tax assets 328 70 258 258

Othernon-currentassets 84 44 40 40

Total non-current assets 13530 4958 8572 721 7851

Current assets

Inventories 303 128 175 175

Trade receivables 2651 912 1739 1739

Othercurrentassets 497 214 283 283

Currentfinancialassets 11

Current tax assets 72 25 47 47

Cashandcashequivalents 169 67 102 102

Total current assets 3703 1353 2350 2350

Non-currentassetsheldforsale 163 159 721 725

TOTAL ASSETS 17396 6470 10926 10926



Equity

Share capital 1629 1629 1629

Treasury shares 64 64 64

Other reserves and result 2315 2315 2315

EquitypertainingtotheGroup 3880 3880 3880

Minority interests 2610 1785 825 825

Total equity 6490 1785 4705 4705

LIABILITIES

Non-current liabilities

Non-current financial liabilities 4908 2169 2739 2739

Deferredtaxliabilities 760 455 305 305

Employee benefits 316 44 272 272

Provisions for risks charges and

liabilitiesforlandfills 782 470 312 312

Other non-current liabilities 288 286 286

Total non-current liabilities 7054 3140 3914 3914

Current liabilities

Trade
payables 1826 776 1050 1050

Other current liabilities 777 279 498 498

Current financial liabilities 1127 730 730

Tax liabilities 8o 55 25 25

Total current liabilities 3810 1507 2303 2303

Total liabilities 10864 4647 6217 6217

Non-current assets held for sale 38

TOTAL EQUITY AND LIABILITIES 17396 6470 10926 10926

Pro-forma figures December 31 2007

Proorma consodated balance sheet restteci at December 312007

Millions of euro

EQUITY AND LIABILITIES

Pro-forma Effects Pro-forma Non-current Consolidated

consolidated of the change consolidated assets held balance

balance in accounting balance for sale sheet

sheet of policy sheet of pro-forma

AaAat A2Aat A2Aat

1231 2007 1231 2007 1231 2007

Restated Restated
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Proforma consohdated baflce soe rcsated at December al 2007

Pro-forma consolidated balance sheet of A2A at December 31 2007

This column includes the pro-forma consolidated balance sheet of the A2A Group at

December 31 2007 taken from the Pro-Forma Figures of the A2A Group at December 31

2007 restated and published on May 14 2008 as approved on that date by the Management

Board of A2A S.p.A.

Effects of reclassifying the investment in E.ON Produzione S.pA

This column shows the effects of reclassifying the investment in E.ON Produzione S.p.A

formerly Endesa Italia S.p.A in accordance with IFRS

Pro-forma consolidated balance sheet of A2A restated at December

31 2007

This column shows the pro-forma balance sheet of A2A restated at December 31 2007 after

the reclassification



Revenues from sale and services 4773 4970

Pro-forma figures December 312007

Pro-forma consolidated income

statement restated

at December 31 2007

The following table summarises the changes to the document A2A Groups pro-forma

figures restated at December 31 2007 and published on May 14 2008 to take into account

the reclassification of the investment in E.ON Produzione S.p.A formerly EndesaltaliaS.p.A.

Millions of euro Pro-forma Effects Pro-forma Net Pro-forma

consolidated of the change consolidated result of consolidated

income in accounting income non-current income

statement policy statement assets held statement

A2A at A2A at for sale AaA at

1231 2007 1231 2007 1231 2007
Restated Restated

9743 4970

Other operating income 360 155 205 205

Total revenues 10103 4928 5175 5175

Operating costs 7608 3876 3732 3732

Labour costs 559 430 430

Gross profit from operations 1936 923 1013 1013

Depreciation and amortisation

provisionsandwritedowns 802 473 329 329

Profit from operatIons 1134 450 684 684

Totalfinancial costs 266 131 135 135

Gains and losses on valuation of

investmentsatequity 83 145 228 81 147

Other non-operating profits/costs

Profit before tax 951 i1 774 81 693

Income tax expense 229 59 170 170

Net profit loss of operating

activities net of taxes 722 118 604 81 523

Net result from non-current assets

sold or held for sale 81 8o

Net profit 721 ui8 603 603

Minority interests 200 118 82 82

NET PROFIT FOR THE YEAR

PERTAININGTOTHEGROUP 521 521 521

12
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Pro--foriria consohdated income statement restated at Dec mber3l2007

Pro-forma figures at December 31 2007 published

This column includes the Pro-forma consolidated income statement of the A2A Group at

December 31 2007 taken from the Pro-Forma Figures of the A2A Group at December 31

2007 restated and published on May 14 2008 as approved on that date by the Management

Board of A2A S.p.A.

Effects of the reclassification of the investment in

E.ON Production S.p.A

This column includes the effect of the reclassification of the investment in E.ON Produzione

S.p.A formerly Endesa ltalia S.p.A from Gains and losses on valuation of investments at

equity to Net result from non-current assets held for sale in accordance with IFRS For

further information see the consolidated financial statements at December 312008

Pro-forma consolidated income statement of A2A restated

at December 31 2007

This column shows the pro-forma consolidated income statement of A2A restated at

December 312007 as result of the reclassification made

13
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Balance sheet of A2A

at December 31 2008 compared

with its pro-formabalance sheet

restated at December 31 2007

Millions of euro Consolidated Pro-forma

balance consolidated

sheet of balance

AzA at sheet

12312008 ofAaAat

1231 2007

Restated

ASSETS

Non-current assets

Property plant and equipment 4005 3877

Intangible assets 634 540

Investments carried at equity 2553 2600

Other non-current financial assets ri 536

Deferred tax assets 316 258

Other non-currentassets 40

Total non-current assets 8116 7851

Current assets

Inventories 224 175

Trade receivables 1699 1739

Othercurrentassets 293 283

Current financial assets 34

Currenttaxassets 47

Cash and cash equivalents 87 102

Total current assets 2339 2350

Non-current assets held for sale 692 725

TOTAL ASSETS 11147 10926

15
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Balance sheet OFA2A at December 31 2006 compared with ts oro-mrma

balance sheet restated at December 312007

Millions of euro Consolidated Pro-forma

balance consolidated

sheet of balance

A2A at sheet

12312008 ofA2Aat

1231 2007

Restated

EQUITY AND LIABILITIES

Equity

Share capital 1629 1629

Treasury shares 07 64

Other reserves and result 2352 2315

Equity pertainingto the Group 3874 3880

Minority interests 848 825

Total equity 4722 4705

LIABILITIES

Non-current liabilities

Non-current financial liabilities 3196 2739

Deferred tax liabilities 322 305

Employee benefits 264 272

Provisions for risks charges and liabilities for landfills 392 312

Other non-current liabilities 68 286

Total non-current liabilities 4242 3914

Current liabilities

Trade payables ii86 1050

Othercurrentliabilities 507 498

Current financial liabilities 449 730

Tax liabilities 38 25

Total current liabilities 2180 2303

Total liabilities 6422 6217

Non-current assets held for sale

TOTAL EQUITY AND LIABILITIES 11147 10926
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8aarice sheet of A2A at December 312003 compared wfth is pro-iorrne

baarice sheet restated at December 312007

Consolidated balance sheet of A2A at December 31 2008

This column includes the pro-forma consolidated balance sheet of A2A at December 312008

taken from consolidated financial statements of the A2A Group as approved by the

Management Board of A2A on March 25 2009

Pro-forma consolidated balance sheet of A2A restated

at December 31 2007

This column includes the pro-forma consolidated balance sheet of A2A at December 312007

as developed in this document see page

17



Pro-forma figures December 312007

Results of A2A at December 31

2008 compared with its

pro-formaresults restated

at December 31 2007

Millions of euro Consolidated Pro-forma

income consolidated

statement of income

A2A at statement

12312008 ofA2Aat

1231 2007

Restated

Revenues from sale and services 6094 5175

Total revenues 6094 5175

Operating CO5tS 4573 3732

Labour costs 453 430

Gross profit from operations io68 1013

Depreciation and amortisation provisions and writedowns 369 329

Profit from operations 699 684

Total financial costs 200 135

Gains and losses on valuation of investments at equity 60 147

Other non-operating profits/costs

Profit before tax 572 693

Income tax expense 227 170

Net profit loss of operating activities net of taxes 345 523

Net result from non-current assets sold or held for sale 8o

Net profit 347 603

Minority interests 31 82

NET PROFIT FOR THE YEAR PERTAINING TO THE GROUP 316 521

iS
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Results of A2A at December 312008 conitasred with fts pro..Forma results

restated at Decemoer 312007

Consolidated income statement of A2A at December 31 2008

This column includes the consolidated income statement of A2A at December 312008 taken

from the consolidated financial statements at December 31 2008 approved by the

Management Board of A2Aon March 25 2009

Pro-forma consolidated income statement of A2A restated

at December 31 2007

This column includes the pro-forma consolidated income statement of A2A restated at

December 312007 as developed in this document see page
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